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THURSDAY, JUNE 23, 1960 


U.S. Senate, 
SUBCOMMITTEE ON REORGANIZATION 
AND INTERNATIONAL ORGANIZATIONS, 
CoMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 10:20 a.m., in room 
3302, New Senate Office Building, Senator Hubert H. Humphrey 
(chairman of the subcommittee) presiding. 

Present : Senators Humphrey, Gruening, and Javits. 

Staff members present: Walter L. Reynolds, chief clerk and staff 
director; Ann M. Grickis, assistant chief clerk; Miles Scull, Jr., and 
Arthur A. Sharp, professional staff members. 

Also present: Dr. John M. Blair, chief economist, Subcommittee 
on Antitrust and Monopoly, Committee on the Judiciary. 

Senator Humrurey. ‘The meeting will come to order. 

We will begin hearings today on S, 1571, introduced by Senator 
Kefauver, together with 23 Members of the Senate, including my- 
self, which would establish a new department in the executive branch 
of the Government to be known as the Department of Consumers. 

The Department’s functions would be— 

(1) To foster, promote, and protect the economic interests of 
consumers in the United States; 

(2) To represent their interests before Federal regulatory 
agencies, U.S. district courts, and appellate courts as provided 
by section 6; 

(3) To receive, evaluate, and act upon trade or commercial 
practices detrimental to consumers by producers, distributors 
or suppliers of goods, products, or services as provided by sec- 
tion 7; 

(4) To conduct economic surveys on productive capacities, 
distribution mechanisms, product quality, and price levels; in- 
vestigate production costs, prices charged for products, sales 
volumes, earnings, and assets of corporations sabes assets ex- 
ceed $5 million and require annual or special reports from such 
corporations with respect to these matters as provided by sec- 
tion 9; and, 

(5) To conduct annually a national consumers conference 
to promote the economic interests of consumers. 

Senator Kefauver cannot be present to testify today. 

Mr. David Battaglia of Senator Kefauver’s staff will present the 
Senator’s statement to the committee. 


1 
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Before he begins his testimony, I will insert in the record at this 
int a copy of S. 1571, reports of various Government agencies af. 
fected by the bill, committee staff Memorandum No. 86—2-23, a tele. 
gram from Gov. G. Mennen Williams of Michigan, in ig: of §, 
1571, a statement from Consumers Interests of Minneapolis, Minn, 


endorsing the bill, and a telegram from Edward J. McCormack, Jr,, 
attorney general of Massachusetts, endorsing the bill. 
(The documents referred to follow :) 


[S. 1571, 86th Cong., 1st sess.] 


A BILL To establish a Department of Consumers in order to secure within the Federal] 
Government effective representation of the economic interests of consumers; to coordi. 
nate the administration of consumer services by transferring to such Department certain 
functions of the Department of Health, Education, and Welfare, the Department of 
Labor, and other agencies ; and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Consumers 
Act of 1959”. 

DEPARTMENT OF CONSUMERS ESTABLISHED 


Sec. 2. (a) There is hereby established, as an executive department of the 
Government, the Department of Consumers (referred to hereinafter as the 
“Department” ). 

(b) Section 158, Revised Statutes (5 U.S.C. 1), is amended by adding at the 
end thereof the following new item: 

“Eleventh. The Department of Consumers.” 

(c) Section 1(d) (1) of the Act of June 25, 1948 (3 U.S.C. 19(d) (1) ), relat- 
ing to Presidential succession, is amended by inserting therein, immediately 
after the words ‘Secretary of Labor”, a comma and the following: “Secretary 
of Health, Education, and Welfare, Secretary of Consumers”. 

(d) Except to the extent inconsistent. with the provisions of this Act, the 
provisions of title IV of the Revised Statutes as now or. hereafter amended shall 
be applicable to the Department of Consumers. 


OFFICERS OF THE DEPARTMENT 


Sec. 3. (a) The Department shall be headed by a Secretary of Consumers 
(referred to hereinafter as the “Secretary’’), who shall be appointed by the 
President, by and with the advice and consent of the Senate, and shall receive 
compensation at the rate prescribed by law for the heads of executive depart- 
ments. 

(b) There shall be in the Department an Under Secretary of Consumers 
(referred to hereinafter as the “Under Secretary”) who shall be appointed by the 
President, by and with the advice and consent of the Senate, and shall receive 
compensation at the rate prescribed by law for officers named in section 104(a) 
of the Federal Executive Pay Act of 1956. The Under Secretary shall perform 
such duties and exercise such powers as the Secretary shall prescribe. During 
the absence or disability of the Secretary, or in the event of a vacancy in the 
office of the Secretary, the Under Secretary shall act as Secretary. 

(c) There shall be in the Department an Assistant Secretary of Consumers 
(referred to hereinafter as the “Assistant Secretary”) who shall be appointed by 
the President, by and with the advice and consent of the Senate, and shall receive 
compensation at the rate prescribed by law for officers named in section 106(a) 
of the Federal Executive Pay Act of 1956. The Assistant Secretary shall per- 
form such duties and exercise such powers as the Secretary shall prescribe. 
During the absence or disability, or in the event of vacancies in the offices, of the 
Secretary and the Under Secretary, the Assistant Secretary shall act as Secre- 
tary. 

(d) There shall be in the Department a General Counsel (referred to herein- 
after as the “General Counsel”) who shall be appointed by the President, by and 
with the advice and consent of the Senate, and who shall receive compensation 
at the rate prescribed by law for officers of the classes named in section 106(b) (9) 
of the Federal Executive Pay Act of 1956. The General Counsel shall be the 
chief legal officer of the Department, and shall perform such duties as the Secre- 
tary may direct. During the absence or disability, or in the event of vacancies 
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in the offices, of the Secretary, the Under Secretary, and the Assistant Secretary, 
the General Counsel shall act as Secretary. 

(e) No officer of the Department may engage in any other business, vocation, 
or employment while serving as such. No individual may be appointed or serve 
as an Officer of the Department— 

(1) while he holds legal title to, or beneficial equitable interest in, share 
eapital (A) exceeding in market value $ in any corporation en- 
gaged in the production, distribution, or sale of goods or services affecting 
consumers, or (B) exceeding in market value $ in more than one such 
corporation; or 

(2) if within years he has served as an officer or director of any 
such corporation. 


POWERS AND DUTIES OF THE SECRETARY 


Sec. 4. (a) The Secretary shall be responsible for the exercise of all powers 
and the discharge of all duties of the Department, and shall have authority to 
direct and supervise all personnel and activities thereof. 

(b) The Secretary is authorized, subject to the civil service laws and the 
Classification Act of 1949, as amended, to appoint and fix the compensation of 
such personnel as may be required for the performance of the functions of the 
Department. 

(c) The Secretary may promulgate such rules and regulations as may be nec- 
essary to carry out the functions vested in him or in the Department, and he 
may delegate authority for the performance of any such function to any officer 
or employee under his direction and supervision. 

(d) The Secretary shall cause a seal of office to be made for the Department, 
of such design as the President shall approve, and judicial notice shall be taken 
thereof. 

(e) The Secretary shall transmit to the Congress in January of each year a 
report which shall include a comprehensive statement of the activities and ac- 
complishments of the Department during the preceding calendar year, and such 
recommendations for additional legislation as he may determine to be necessary 
or desirable to protect the economic interests of consumers within the United 
States. 

FUNCTIONS OF THE DEPARTMENT 


Sec. 5. (a) It is the duty of the Department, in the performance of its func 
tions, to protect and promote the interests of the people of the United States as 
consumers of goods and services made available to them through the trade and 
commerce of the United States. 

(b) The functions of the Department include the following: 

(1) To present the viewpoint of consumers of goods and services within 
the United States in the formulation of policies of the Government ; 

(2) To represent the economic interests of consumers of the United States 
in proceedings before courts and regulatory agencies of the United States 
to the extent to which authorization therefor is provided by section 6 of this 
Act ; 

(8) To conduct annually a National Consumers’ Conference, to be at- 
tended by experts on consumer education and by representatives of organi- 
zations. engaged in fostering and protecting the interests of consumers of 
goods and services within the United States, for the purpose of obtaining 
information, recommendations, and suggestions necessary or desirable for 
the effective performance of other functions of the Department ; 

(4) To receive, assemble, evaluate, act upon, and disseminate informa- 
tion helpful to consumers of the United States in performing their economic 
function more efficiently, including information concerning commercial and 
trade practices adversely affecting their economic interests, as provided by 
section 7 of this Act; 

(5) To discharge in the public interest the powers and duties transferred 
to the Department by section 8 of this Act; and 

(6) To perform such other functions as may be prescribed by law. 


REPRESENTATION OF CONSUMERS 


Sec. 6. (a) Whenever there is pending before any regulatory agency of the 
United States (as defined by section 12 of this Act) any matter or proceeding 
which does not involve the adjudication of the alleged violation, by any indi- 
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vidual or corporation named as a defendant or respondent therein, of any statute 
of the United States or any rule or regulation promulgated thereunder, and the 
Secretary finds that the determination of such matter or proceeding may affect 
substantially the economic interests of consumers within the United States, the 
Department shall be entitled as a matter of right to intervene in such matter 
or proceeding as a party to represent the public interest of consumers by filing 
with such agency a duly certified copy of the finding so made by the Secretary, 
Upon any such intervention, the Department, through the General Counsel or any 
other officer or employee of the Department designated by the Secretary for that 
purpose, shall present to such regulatory agency, in conformity with the rules of 
practice and procedure thereof, such evidence, briefs, and argument as it shalj 
determine to be necessary for the effective protection of the economic interests of 
such consumers. 
(b) Whenever— 

(1) there is pending before any regulatory agency of the United States 
any matter or proceeding relating to the trade or commerce of the United 
States which does involve the adjudication of the alleged violation, by any 
individual or corporation named as a defendant or respondent therein, of 
any statute of the United States, or any rule or regulation promulgated 
thereunder, or 

(2) there is pending before any district court of the United States any 
matter or proceding involving the trade or commerce of the United States 
to which the United States or any regulatory agency of the United States 
is a party, 

the Department upon its own motion may, and upon written request made by the 
officer or employee of the United States or such regulatory agency who is charged 
with the duty of presenting the case for the Government in that matter or pro- 
ceeding shall certify to such officer or employee all evidence and information in 
the possession of the Department relevant to that matter or proceeding. 

(c) Whenever there is pending before any appellate court of the United States 
any matter or proceeding involving the review of— 

(1) an order or determination made by any regulatory agency of the 
United States relating to the trade oncommerce of the United States, or 

(2) any judgment, decree, or order entered by a district court of the 
United States in any civil action involving the trade or commerce of the 
United States, 

and the Secretary finds that the action taken by the appellate court upon such 
review may affect substantially the economic interests of consumers within the 
United States, the Department, subject to the rules of practice and procedure of 
such appellate court, may make application to that court for leave to file in such 
matter or proceeding a brief as amicus curiae, or to present to the court oral 
argument therein, or both, except that no such application may be filed by 
the Department without the consent of the Attorney General in any matter or 
proceeding (A) to which the United States or any regulatory agency of the 
United States is a party, or (B) in which the Attorney General has been granted 
leave to intervene on behalf of the United States or any regulatory agency of the 
United States. Upon the filing by the Department of such application, supported 
by a duly certified copy of the finding so made by the Secretary and such other 
showing as the court may require to demonstrate that the action taken upon 
such review may substantially affect the economic interests of consumers within 
the United States, the appellate court in its discretion may grant such application. 

(d) The General Counsel, or any other attorney of the Department specially 
designated by the Secretary for that purpose, shall be entitled to enter an 
appearance on behalf of the Department before any court (except the United 
States Supreme Court) or regulatory agency of the United States, without other 
compliance with any requirement for admission to practice before such court or 
agency, for the purpose of making any application or taking any action which 
is authorized by subsection (a), (b), or (c) of this section. 


CONSUMER COMPLAINTS AND INFORMATION 


Sec. 7. (a) It shall be the duty of the Department to receive from consumers 
of the United States, and to evaluate complaints concerning commercial and 
trade practices employed in the production, distribution, and furnishing of goods 
and services to or for the use of such consumers which may be detrimental to 
their economic interests. 
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(b) Upon receipt of any complaint disclosing the use of any commercial or 
trade practice detrimental to the economic interests of consumers within the 
United States by any producer, distributor, or supplier of goods or services, the 
Department may transmit to such producer, distributor, or supplier written 
notice as to the nature of the practice concerning which complaint has been 
made, and shall take such other action within the authority of the Department 
as may be appropriate to secure for the complainant relief from such practice. 
If effective action to secure such relief for the complainant cannot be taken by 
the Department under authority conferred upon it, such complaint shall be 
transmitted by the Department to the department or agency of the United States 
whose regulatory or other authority provides the most effective available means 
to secure such relief for the complainant. That department or agency shall then 
consider the complaint so transmitted, take such action thereon as that depart- 
ment or agency shall determine to be appropriate, and transmit to the com- 
plainant a written reply describing the action so taken or, if no action is taken 
upon such complaint, the reason for its inaction. A copy of each such reply shall 
be transmitted to the Department. 

(c) Whenever the Department receives from any source any information dis- 
closing a probable violation of (1) any law of the United States, (2) any rule, 
regulation, or order of any administrative officer or regulatory agency of the 
United States, or (3) any judgment, decree, or order of any court of the United 
States relating to the trade or commerce of the United States, the Department 
shall transmit promptly, to the officer or agency charged with the duty of enforc- 
ing such law, rule, regulation, order, judgment, or decree, for appropriate action, 
such evidence and information as the Department may have concerning such 
probable violation. It shall be the continuing duty of the Department to ascer- 
tain the nature and extent of action taken with regard to probable violations so 
reported. 

(d) The Department shall publish from time to time and disseminate to the 
public, in such manner and form as the Department may determine to be most 
effective, information concerning 

(1) the functions and duties of the Department; and 

(2) problems encountered by consumers generally within the United States, 
including particular commercial and trade practices which are detrimental 
to the economic interests of such consumers. 





TRANSFER OF FUNCTIONS 


Sec. 8. (a) All functions, powers, duties, and obligations; all officers, em- 
ployees, property, and records; and all unexpended balances of appropriations, 
allocations, and other funds (available or to be made available), of the follow- 
ing agencies or parts of agencies are hereby transferred to the Department: 

(1) The Food and Drug Administration of the Department of Health, 
Education, and Welfare; 

(2) The Division of Prices and Cost of Living of the Bureau of Labor 
Statistics of the Department of Labor; 

(3) The Home Economics Research Branch and the Human Nutrition 
Research Branch of the Agricultural Research Service of the Department 
of Agriculture; and 

(4) Those elements of the National Bureau of Standards which the 
Director of the Bureau of the Budget shall determine to be engaged primarily 
in research with respect to, or the testing of, articles intended for use by 
consumers. 

(b) This section shall take effect ninety days after the date of enactment 
of this Act, or on such earlier date on which the Secretary determines, and an- 
nounces by proclamation published in the Federal Register, that the Department 
has been organized and is prepared to exercise the powers conferred and dis- 
charge the duties imposed upon it by this Act. 


ECONOMIC SURVEYS AND INVESTIGATIONS 


Seo. 9. (a) It shall be the duty of the Department, in the public interest— 
(1) to conduct economic surveys and investigations with respect to— 
(A) the productive capacity for, and the production of, goods affecting 
consumers within the United States ; 
(B) the systems and mechanisms in use for the distribution of such 
goods, and the effects thereof ; 
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(C) the levels of prices for goods and services affecting consumers, 
the factors entering into their establishment, and their rez isonablenegs ; 

(D) the quality and suitability of goods affecting consumers, and 
the factors influencing the quality and suitability of such goods; and 

(E) the degree to which the trade and commerce of the United States 
succeeds in satisfying consumer needs for goods and services; and 

(2) to analyze and disseminate to the public information obtained through 
such investigations and surveys. 

(b) In the conduct of such surveys and investigations, the Department shal] 
have power— 

(1) to gather and compile information concerning, and from time to time 
to investigate, the productive capacity ; volume of production ; selling prices; 
costs of production and distribution; volume of sales, assets, and earnings ; 
and relationship to any other corporation, of any corporation engaged in 
commerce which has assets exceeding $5,000,000 in value, and of any 
division or subsidiary thereof ; 

(2) to require any such corporation, or any division or subsidiary thereof, 
to file with the Department in such form as it may prescribe annual or 
special, or both annual and special, reports or answers in writing to specific 
questions, furnishing to the Department such information as it may require 
with regard to the factors described in clause (1), which reports and answers 
shall be made under oath if so prescribed by the Department, and shall be 
filed with the Department within such reasonable period as it may prescribe; 

(3) to investigate from time to time trade conditions in and with foreign 
countries affecting the foreign trade and commerce of the United States, 
and their influence upon domestic price levels ; and 

(4) except as provided by subsection (c), to make public from time to 
time such portions of the information obtained by it hereunder as it deems 
expedient in the public interest, and to provide for the publication of its 
reports in such manner and form as may be best adopted for public informa- 
tion and use. 

(c) Information received by the Department concerning the cost of production 
or distribution of any product by any suck corporation, or any division or sub- 
Sidiary thereof, may be made public only in a form which does not disclose such 
information with respect to any particular corporation, or any division or 
subsidiary thereof. 

(d) Nothing contained in this Act shall be construed to authorize the Depart- 
ment to engage in any program of testing for the purpose of determining, as 
among the products of different producers, the relative merits or suitability of 
products of any class or type. 

(e) For the purpose of conducting surveys and investigations under this Act, 
the Department shall have all powers which are conferred upon the Federal 
Trade Commission by section 9 of the Federal Trade Commission Act with respect 
to the conduct of investigations made by that Commission under that Act, except 
that the Department may not grant to any person any immunity from prosecu- 
tion, penalty, or forfeiture in accordance with the provisions of that section 
without first obtaining the written consent of the Attorney General and serving 
upon such person a duly certified copy of any consent therefor granted by the 
Attorney General. The provisions of section 10 of the Federal Trade Commis- 
sion Act shall apply to the act or omission of any person, partnership, or corpora- 
tion with regard to any subpena, order, requirement, or information of the 
Department to the same extent, and with the same effect, as if such act or 
omission had occurred with regard to a like subpena, order, or requirement, 
or with reference to like information, of the Federal Trade Commission. 


CONSULTING SERVICES AND COOPERATIVE ACTIVITIES 


Sec. 10. (a) In the performance of its functions, the Department is author- 
ized— 

(1) to procure by contract services as provided by section 15 of the Act 
of August 2, 1946 (60 Stat. 810, as amended; 5 U.S.C. 55a), at rates of 
compensation not exceeding $50 per diem for the personal services of 
individuals; 

(2) to appoint such advisory committees as it may determine to be neces- 
sary for the effective performance of its functions ; 

(3) to designate representatives to serve on such committees as the 
Department may determine to be necessary or desirable to maintain effective 
liaison with other departments, agencies, and instrumentalities of the 





a 
S 


in 
re 
in 





cr cr cs 


wy = 


ESTABLISH A DEPARTMENT OF CONSUMERS 7 


United States or any State, and with nongovernmental organizations, en- 
gaged in activities related to the functions of the Department ; and 

(#) to use the services, personnel, and facilities of other Federal, State, 
and private agencies and instrumentalities with the consent of such agencies 
and instrumentalities, with or without reimbursement therefor. 

(b) Upon request made by the Secretary, each department, agency, and 
instrumentality of the United States is authorized and directed— 

(1) to make its services, personnel, and facilities available to the greatest 
practicable extent to the Department in the performance of its functions; 
and 

(2) subject to provisions of law and regulations relating to the classi- 
fication of information in the interest of national security, to furnish to 
the Department such information, suggestions, estimates, and statistics 
as the Secretary may determine to be necessary for the performance of 
the functions of the Department. 


SAVING PROVISION 


Sec. 11. Nothing contained in this Act shall be construed to alter, modify, or 
impair any provision of the antitrust laws, or of any Act providing for the 
regulation of the trade or commerce of the United States, or to prevent or 
impair the administration or enforcement of any such provision of law. 


DEFINITIONS 
Sec. 12. As used in this Act— 
(a) The terms “commerce” and “corporation” have the meaning given to 
such terms by section 4 of the Federal Trade Commission Act (15 U.S.C. 44); 
(b) The term “regulatory agency of the United States” includes the Civil 
Aeronautics Board, the Federal Communications Commission, the Federal Power 
Commission, the Federal Maritime Board, the Federal Reserve Board, the 
Federal Trade Commission, the Interstate Commerce Commission, the Securities 
and Exchange Commission, the United States Tariff Commission, and any other 
board, commission, or other agency of the United States hereafter established 
which is charged with administrative or regulatory duties with respect to the 
trade or commerce of the United States. 
(c) The term “antitrust law” includes— 
(1) each provision of law defined as one of the antitrust laws by section 
1 of the Act entitled “An Act to supplement existing laws against unlawful 
restraints and monopolies, and for other purposes”, approved October 15, 
1914 (88 Stat. 730, as amended; 15 U.S.C. 12), commonly known as the 
Clayton Act; 
(2) the Federal Trade Commission Act (15 U.S.C. 41 and the following) ; 
(3) section 3 of the Act entitled “An Act to amend section 2 of the Act 
entitled ‘An Act to supplement existing laws against unlawful restraints 
and monopolies, and for other purposes’, approved October 15, 1914, as 
amended (U.S.C., title 15, see. 18), and for other purposes”, approved 
June 19, 1936 (49 Stat. 1528; 15 U.S.C. 18a), commonly known as the 
Robinson-Patman Act; and 
(4) any statute hereafter enacted by the Congress which prohibits, or 
makes available to the United States any remedy with respect to, any 
restraint upon or monopolization of commerce, or any unfair trade practice 
or unfair method of competition in or affecting commerce. 
(d) The term “State” includes any State, Territory, or possession of the 
United States, the District of Columbia, and the Commonwealth of Puerto Rico. 


APPROPRIATIONS 


Sec. 13. There are hereby authorized to be appropriated to the Department 
such sums as may be required to carry into effect the provisions of this Act. 





SENATE GOVERNMENT OPERATIONS COMMITTEE STAFF MEMORANDUM 86~-2-23, 
May 27, 1960 
Subject: S. 1571, to establish a Department of Consumers. 


8. 1571, Kefauver et al., would establish a new department in the executive 
branch of the Government to be known as the Department of Consumers. 
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FUNCTIONS 


The Department’s functions would be (1) to promote and protect the economic 
interests of consumers in the United States; (2) to represent their interests 
before Federal regulatory agencies, U.S. district courts and appellate courts ag 
provided by section 6; (3) to receive, evaluate, and act upon trade or commercia] 
practices detrimental to consumers by producers, distributors, or suppliers of 
goods, products, or services as provided by section 7; (4) to conduct economie 
surveys on productive capacities, distribution mechanisms, product quality, and 
price levels, and to investigate production costs, prices charged for products, 
sales volumes and earnings of corporations whose assets exceed $5 million, and 
to require annual or special reports from such corporations with respect to these 
matters as provided by section 9; and to conduct annually a national consumers 
conference to promote the economic interests of consumers. 


TRANSFERS 


The following agencies, administrations, and offices, together with their powers, 
functions, and employees, would be transferred to the Department of Consumers 
by the bill: 

(1) The Food and Drug Administration of the Department of Health, Educa- 
tion, and Welfare ; 

(2) The Division of Prices and Cost of Living of the Bureau of Labor Statistics 
of the Department of Labor ; 

(3) The Home Economics Research Branch and the Human Nutrition Research 
Branch of the Agricultural Research Service of the Department of Agriculture; 
and 

(4) Those elements of the National Bureau of Standards which the Director 
of the Bureau of the Budget shall determine to be engaged primarily in research 
with respect to, or the testing of, articles intended for use by consumers. 

The bill provides for standard departmental organization to be headed by a 
Secretary of Consumers with an Under Secretary, an Assistant Secretary, anda 
General Counsel, etc. » 


REPRESENTATION, CONSUMERS’ COMPLAINTS, AND INVESTIGATIONS 


Powers to be granted the Department relating to representation of consumers 
before regulatory agencies or courts, to disposition of consumers’ complaints con- 
cerning commercial practices detrimental to their interests, and to economic 
surveys or investigations of production or marketing functions are contained in 
sections 6, 7, and 9 of the bill. 


AGENCY COMMENTS 


The Bureau of the Budget opposes S. 1571 on the basis that protection of con- 
sumer interests is the statutory responsibility of all agencies of the Government 
concerned with the promotion, protection, and regulation of the national economy, 
not that of any single department or agency. 

The four Cabinet departments which would be most directly affected by 8S. 1571, 
the Department of Labor, Health, Education, and Welfare, Agriculture, and 
Commerce, also oppose its enactment for the following reasons: (1) The pro- 
tection of consumer interests is too broad a Government function to be adminis- 
tered by a single agency, (2) the focusing of responsibility in a single agency or 
department would raise difficult jurisdictional probelms involving a wide range 
of other agencies which have consumer functions, (3) the intervention by an 
executive department in regulatory proceedings would compound an exceedingly 
complex administrative procedure resulting in confusion, duplication, and pos- 
sibly conflict, (4) transfer of operating divisions from existing departments 
would impair intradepartmental coordination with other departmental diivsions, 
particularly in research, and (5) that any advantages that might be gained 
would be heavily outweighed by the difficulty, complications, and additional 
expenditures involved. 

The three regulatory commissions which have filed reports—the Federal Power 
Commission, the Federal Communications Commission, and the Interstate Com- 
merce Commission—objected to S. 1571 on the basis that its enactment (1) would 
impair the statutory independence of the regulatory agencies, (2) conflict with 
their investigative, regulatory, and administrative functions, and (3) inject 
another Government agency into regulation of various industries. 
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Other agencies not so directly affected by S. 1571—the Departments of State, 
Interior, Defense, Justice, and the Post Office Department—either object to the 
creation of a new department as unnecessary or to various functions proposed 
to be incorporated in it which infringe upon, conflict with, or otherwise affect 
their existing functions or powers. 

MILEs ScULL, Jr., 
Professional Staff Member. 


Approved : 
WaLTeR L. REYNOLDS, 
Chief Clerk. 


DEPARTMENTAL REPORTS 


DEPARTMENT OF AGRICULTURE, 
Washington, D.C., November 25, 1959. 
Hon. Joun L. McCie.ian, 
Chairman, Committee on Government Operations, 
U.S. Senate. 

Deak SENATOR MCCLELLAN: This is in reply to your request of April 8 for 
a report on S. 1571, a bill to establish a Department of Consumers in order to 
secure within the Federal Government effective representation of the economic 
interests of consumers; to coordinate the administration of consumer services 
py transferring to such Department certain functions of the Department of 
Health, Education, and Welfare, the Department of Labor, and other agencies; 
and for other purposes. 

The primary purpose of the proposed Department of Consumers would be to 
protect and promote the interests of the people of the United States as con- 
sumers of goods and services made available to them through the trade and 
commerce of the United States. The bill provides for the transferring of the 
functions, powers, duties, personnel, and funds of the following agencies or 
parts of agencies to the new Department: The Food and Drug Administration 
of the Department of Health, Education, and Welfare; the Division of Prices 
and Cost of Living of the Bureau of Labor Statistics of the Department of 
Labor; the Home Economics Research Branch and the Human Nutrition Re- 
search Branch of the Agricultural Research Service of the Department of 
Agriculture; and those elements of the National Bureau of Standards which 
the Director of the Bureau of the Budget shall determine to be engaged primarily 
in research with respect to, or the testing of, articles intended for the use of 
consumers. The new Department would also in the public interest make eco- 
nomic surveys and investigations relating to productive capacity, distribution 
of goods, levels of prices for goods and services affecting consumers, the quality 
and suitability of goods affecting consumers, the degree to which the trade and 
commerce of the United States succeeds in satisfying consumer needs for goods 
and services, and the functions of analyzing and disseminating to the public 
information obtained through such surveys. The bill defines, describes, and 
limits various functions and authorizes the appropriation of the necessary funds 
that may be required to carry into effect the provisions of the bill. 

Our comments will be limited primarily to the provisions of the bill having a 
direct bearing on this Department. First, section 8(a) (3) would transfer all the 
functions, powers, duties, and obligations; all officers, employees, property, and 
records; and all unexpended balances of appropriations, allocations, and other 
funds of the Institute of Home Economics of this Department to the proposed 
Department of Consumers. The Institute is referred to in the bill by the former 
organizational names, Home Economics Research Branch and Human Nutrition 
Research Branch. 

This Department opposes the enactment of the bill, as the proposed Depart- 
ment of Consumers would be concerned primarily with protection of the economic 
interests of consumers chiefly through regulatory operations. Except for cer- 
tain economic surveys and investigations enumerated in section 9, no provision 
is made for research, either applied or basic, except by indirection; such as by 
transferring the Institute of Home Economics to the new Department, which 
could mean that research conducted in the new Department would tend more 
and more to become “operations research.” The part of the National Bureau of 
Standards research named for transfer, for example, has to do with testing of 
articles intended for use by consumers. 

The research program of the Institute of Home Economics is directed toward 
more than testing products or meeting the immediate needs of consumers, It is 
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concerned with: (1) defining the basic needs of people for food, clothing, and 
shelter; (2) studies of the contributions that various kinds of goods ang 
services on the market can make to satisfying these needs; (3) studies of levels of 
consumption of goods and services of different economic or regional groups of our 
population; and (4) the preparation of materials that educators and Ppolicy- 
makers can use in developing programs to raise levels of living in this country 

The American Home Economics Association has advocated for some time that 
the research program to help the Nation’s families be strengthened. The asgo. 
ciation points out that nowhere in our Federal Government is there a Department 
or agency that has the sole and unique function of directing and utilizing re. 
search for the benefit of families, thus providing the research-based information 
needed for wise decisions on today’s problems of daily living. The establish- 
ment of the proposed Department of Consumers, however, would not accomplish 
the purposes for which the association has proposed the establishment of a Re. 
search Foundation for the American Home. The proposed Department of Con- 
sumers is geared to represent and protect consumers in their economic capacity, 
whereas the American Home Economics Association is concerned with an organ- 
ization for research that would make use of biological, physical, and social] 
sciences to solve many problems, in addition to economic ones, that are of 
concern to the Nation’s homes. 

Second, it may be noted that section 9 would authorize certain economic 
surveys and investigations that would duplicate or overlap similar surveys and 
investigations now carried out in the Department. Examples are found in con- 
sumer goods of agricultural origin, with respect to both studies of the systems 
and mechanisms in use for the distribution of such goods, and the effects thereof; 
studies of levels of prices affecting consumers, factors entering into their estab- 
lishment, and their reasonableness; investigations of the factors influencing the 
quality and suitability of goods made from woods and wood products; surveys 
of wood used in manufacturers; and studies of requirements for timber and other 
forest resources by various segments of the economy. 

Section 9 also would duplicate certain existing authorities of other Federal 
agencies such as the Bureau of the Census, Federal Trade Commission, and the 
U.S. Tariff Commission. » 

We further oppose this bill on the broad basis as unnecessary and in conflict 
with the present governmental structure. Consumer interests are quite fully 
represented in many of the present Departments, notably Health, Education, 
and Welfare; Labor; Commerce; and Agriculture. These interests can be most 
effectively served by specialists in various areas and as part of the service 
rendered to all citizens. The increased cost for operating a separate depart- 
ment must also be considered. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 


Sincerely yours, 
TRUE D. Morsk, Acting Secretary. 


DEPARTMENT OF THE AIR FORCE, 
Washington, February 4, 1960. 

Hon. Joun L. McCLetian, 

Chairman, Committee on Government Operations, 

U.S. Senate. 

DEAR Mr. CHAIRMAN: Reference is made to your request for the comments 
of the Department of Defense on S. 1571, 86th Congress, a bill to establish a 
Department of Consumers in order to secure within the Federal Government 
effective representation of the economic interests of consumers; to coordinate 
the administration of consumer services by transferring to such Department 
certain functions of the Department of Health, Education, and Welfare, the 
Department of Labor, and other agencies; and for other purposes. The Secre- 
tary of Defense has delegated to this Department the responsibility for express- 
ing the views of the Department of Defense on this legislative proposal. 

The purpose of the bill is to establish a Department of Consumers in order to 
secure within the Federal Government effective representation of. the economic 
interests of consumers and to coordinate the administration of consumer services 
by transferring to such Department certain functions currently being performed 
independently by other Federal agencies. Some of the functions of this Depart- 
ment would be to present the viewpoint of consumers of goods and services within 
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the United States in the formulation of policies of the Government, represent 
the economic interests of consumers of the United States in proceedings before 
courts and regulatory agencies of the United States, conduct annually a national 
consumers conference, gather facts, compile necessary information, Make eco- 
nomic studies and investigations relating to productive capacity, methods of 
distribution, price levels, quality and suitability of goods affecting consumers, 
and assist Congress in evaluating the effect upon consumers of proposed or 
pending legislation. 

The Department of the Air Force, on behalf of the Department of Defense, 
interposes no objection to the enactment of this legislation provided the mandate 
that would be upon each department, agency, and instrumentality of the United 
States pursuant to subsection 10(b)(1) of the bill is brought within more rea- 
sonable limits. The following language is recommended as a substitute for 
10(b) (1): 

“(1) to make, within its capability, its services, personnel, and facilities 
available to the Department in the performance of its functions, and the head 
of such department, agency, and instrumentality shall determine the extent to 
which the requested services, personnel, and facilities can be made available, 
and whether with or without reimbursement in accordance with agreements 
between the Secretary and the head of such department, agency, or instrumen- 
tality ; and’. 

The budgetary impact that this legislation would have upon the Department 
of Defense is unknown. 

This report has been coordinated within the Department of Defense in accord- 
ance with the procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget has advised that it recommends against enactment 
of subject bill for the reason that it does not believe that the general public and 
consumer interest would be further protected or promoted by creating a Depart- 
ment of Consumers. 

Sincerely yours, 
P. B. TAYLOR, 
Assistant Secretary of the Air Force. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D.C., November 24, 1959. 
Hon. JOHN L. MCCLELLAN, 
Chairman, Committee on Government Operations, 
U.S. Senate, Washington, D.C. 

My Dear MR. CHAIRMAN: This will acknowledge your letter of April 8, 1959, 
inviting the Bureau of the Budget to comment on S. 1571, a bill to establish a 
Department of Consumers in order to secure within the Federal Government 
effective representation of the economic interests of consumers; to coordinate 
the administration of consumer services by transferring to such Department 
certain functions of the Department of Health, Education, and Welfare, the 
Department of Labor and other agencies; and for other purposes. 

The executive branch endorses the objective of S. 1571, as defined in section 
5(a), “* * * to protect and promote the interests of the people of the United 
States as consumers of goods and services made available to them through the 
trade and commerce of the United States.” We do not believe, however, that 
the general public and consumer interest would be further protected or promoted 
by creating a Department of Consumers. 

Protection of consumers is a responsibility of all departments and agencies 
of the Federal Government. It is believed that this objective can be more 
effectively accomplished within the existing governmental structure rather than 
by placing this responsibility in a single new department. The transfer of 
various bureaus and divisions from the Departments of Health, Education, and 
Welfare, Agriculture and Commerce to a new agency would have the disadvan- 
tages of producing new problems of interagency coordination and adding un- 
necessarily to the number of departments over which the President must exercise 
direct supervision. 

Accordingly, the Bureau of the Budget recommends that this measure not 
be enacted. 

Sincerely yours, 
PHILLIP S. HUGHES, 
Assistant Director for Legislative Reference. 
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THE SECRETARY OF COMMERCE, 
Washington, D.C., November 30, 1959. 
Hon. JoHN L. McCLELLAN, 
Chairman, Committee on Government Operations, 
U.S. Senate, Washington, D.C. 


Deak Mk. CHAIRMAN: This is in reply to your request of April 8, 1959, for the 
views of this Department with respect to S. 1571, a bill to establish a Depart. 
ment of Consumers in order to secure within the Federal Government effective 
representation of the economic interests of consumers; to coordinate the admin- 
istration of consumers services by transferring to such Department certain fune. 
tions of the Department of Health, Education, and Welfare, the Department 
of Labor, and other agencies ; and for other purposes. 

The principal purpose of the proposed Department of Consumers would be to 
protect and promote the interests of the people of the United States as consumers 
of goods and services. Specifically the functions of the proposed Department 
would be the present the viewpoint of consumers in the formulation of policies 
of the Government; to represent the economic interests of consumers in proceed- 
ings before courts and regulatory agencies of the United States; to conduct 
annually a national consumers’ conference; and to disseminate information 
helpful to consumers (in response to complaints and requests). 

The proposed Department would assume the duties of the following: The 
Food and Drug Administration of the HEW Department; the Division of Prices 
and Cost of Living of the Bureau of Labor Statistics, Department of Labor; the 
Home Economics Research and Human Nutrition Research Branches of the 
Agricultural Research Service of the Department of Agriculture; and elements 
of the National Bureau of Standards determined by the Bureau of the Budget 
to be primarily concerned with consumer goods. 

We believe that the establishment of such a Department is unnecessary because 
the interests of the consumers are adequately represented by existing agencies 
and departments of the Government concerned with the consumer public. The 
general welfare of our countrymen, consumers, and producers must be considered 
by all Federal agencies in all their actions. If any improvements with respect 
to the interests of the consumer are deemed necessary, such improvements can 
be more effectively accomplished by adjustments made within the existing gov- 
ernmental structure rather than by the establishment of a new department. Any 
advantages that may result from the establishment of a new department would, 
we believe, be far outweighed by the increased cost involved. 

This Department therefore recommends against the enactment of this bill. 

The Bureau of the Budget has advised that it would interpose no objection 
to the submission of this report to the committee. 

Sincerely yours, 
Puiuip A. Ray, 
Under Secretary of Commerce. 


FEDERAL COMMUNICATIONS COMMISSION, 
Washington, D.C., May 23, 1960. 
Hon. Jonn L. McCLe.ian, 
Chairman, Committee on Government Operations, 
U.S. Senate, Washington, D.C. 

Dear CHAIRMAN McCLeELLAN: This is in reply to your request seeking this 
Commission’s comments on S. 1571, a bill to establish a Department of Con- 
sumers in order to secure within the Federal Government effective repre 
sentation of the economic interests of consumers; to coordinate the admin- 
istration of consumer services by transferring to such Department certain 
functions of the Department of Health, Education, and Welfare, the Depart- 
ment of Labor, and other agencies ; and for other purposes. 

Enclosed please find six copies of our comments on this bill. The Bureau 
of the Budget has informed the Commission that it has no objection to the 
submission of these comments to your office. 

Sincerely yours, 


FREDERICK W. Forp, Chairman. 
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COMMENTS OF THE FEDERAL COMMUNICATIONS COMMISSION ON S. 1571, 86TH 
CONGRESS, A BILL TO ESTABLISH A DEPARTMENT OF CONSUMERS 


§. 1571 would establish a Department of Consumers whose duty would be 
to protect and promote the interests of the people of the United States as con- 
sumers of goods and services made available to them through the trade and 
commerce of the United States. Insofar as the general purposes and objectives 
of 8. 1571 are concerned, the Commission is of the opinion that this involves 
a question of legislative policy for the determination of the Congress. How- 
ever, to the extent that the bill would embrace interstate and foreign com- 
munication services of communication common carriers subject to the regula- 
tory jurisdiction of this Commission under the Communications Act of 1934, 
as amended, we are of the view that the responsibilities, duties, and powers 
proposed to be vested in the Department of Consumers would, in large measure, 
needlessly duplicate the statutory functions of this Commission, and, as a 
consequence, may hamper or defeat effectuation of the objectives of S. 1571. 

As declared by section 1 of the Communications Act, this Commission was 
created “for the purpose of regulating interstate and foreign commerce in 
communication by wire and radio so as to make available, so far as possible, 
to all the people of the United States a rapid, efficient, nationwide, and world- 
wide wire and radio communication service with adequate facilities at reason- 
able charges * * *.” Thus, to protect the interests of the communication-using 
public, this Commission is charged with the responsibility for establishing and 
maintaining just and reasonable and nondiscriminatory rates, charges, prac- 
tices, classifications, and regulations for and in connection with interstate and 
foreign communication services furnished by common carriers, and for insuring 
the adequacy and efficiency of such services. In implementation of these re- 
sponsibilities, the Commission is vested with comprehensive regulatory powers. 
They include, among others, the power to institute investigations and hearings, 
either upon complaint or upon the Commission’s own motion, with respect to 
rates and services of common carriers; to prescribe, after hearing, just and 
reasonable and nondiscriminatory rates and practices; to inquire into the 
management of the carriers; to prescribe their depreciation rates and prac- 
tices; to require the carriers to file monthly, annual, and special reports with 
respect to their operations; to prescribe the form and manner in which such 
carriers shall keep their accounts; and to authorize and require service im- 
provements and extensions. The Commission, after hearing on complaint, 
may award reparations to any member of the public who has suffered damages 
as a result of a violation of the Communications Act by a common carrier. 

Some examples of the instances in which the Department of Consumers would 
duplicate the functions of this Commission are as follows: 

(a) Section 7 of S. 1571 provides that the Department shall receive and in- 
vestigate complaints of consumers regarding practices which may be detrimental 
to their economic interests. The Department is further required to forward 
consumer complaints to the appropriate regulatory agency when “effective 
action to secure such relief cannot be taken by the Department under authority 
conferred upon it.” An obligation is imposed upon the regulatory agency to 
advise the Department with respect to the disposition of consumer complaints 
forwarded to the agency by the Department. Under section 208 of the Com- 
munications Act, this Commission has a duty to forward to carriers certain 
complaints against them and to investigate the matters complained of in the 
event the carriers fail to make satisfaction. The proposed legislation would 
therefore appear to create an additional administrative level for the effectuation 
of remedies already made available to the public by the Communications Act. 
As a result, it may take additional time to handle consumer complaints. Com- 
munications carriers may be subjected to dual investigations by two Federal 
agencies regarding the same matters. However, this Commission and not the 
Department would have authority to order carriers to desist from practices 
complained of or to award damages to the complainants. 

(b) Section 9 of the proposed legislation makes it the duty of the Depart- 
ment to conduct surveys and investigations regarding, among other things, “the 
levels of prices for goods and services affecting consumers, the factors entering 
into their establishment, and their reasonableness.” It would therefore appear 
that the Department would have authority to conduct investigations regarding 
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the reasonableness of the charges for interstate and foreign service of -com. 
munications common carriers and thereby duplicate the rate regulatory fune. 
tions of this Commission provided for in title II of our act. The Department 
would also have authority to conduct investigations regarding “the degree to 
which the trade and commerce of the United States succeeds in satisfying 
consumer needs for goods and services.” This authority would appear to par- 
allel that of the Commission under section 214 of our act which authorizes yg 
to inquire into the matter of the expeditious and efficient performance of sery- 
ices by communications carriers. Here again, communications carriers may be 
subjected to dual investigations by two Federal agencies regarding the same 
matters. However, this Commission and not the Department would have 
authority to order changes in prices and service performance. 

(c) The Department would also be authorized to require any corporation 
engaged in commerce, which has assets exceeding $5 million in value, to file 
annual or special reports regarding: volume of sales, assets, and earnings; 
the productive capacity; volume of production; selling prices; and costs of 
production and distribution. Pursuant to section 219 of the Communications 
Act, this Commission requires communications carriers to file detailed annual, 
monthly, and special reports regarding, among other things, the above-mentioned 
items. Such reports are available for public inspection. It is doubtful that 
any useful purpose would be served by having two Federal agencies require the 
filing of the same information by the same companies. 

The above-described powers to be vested in the Department of Consumers by 
the proposed legislation would add substantial duplication in, and possible 
resulting confusion to, the existing Government pattern of regulation of re 
lationships between communications carriers and the consumers of their sery- 
ices. Accordingly, it would appear indicated that S. 1571 be amended to pro- 
vide that the Department of Consumers’ powers to conduct investigations, 
handle complaints and require the filing of reports do not extend to industries 
whose prices and services are currently regulated by another Federal agency. 


ESTABLISH A DEPARTMENT OF CONSUMERS 





FEDERAL PowER COMMISSION Repdkr on S.1571, 86TH CONGRESS 


A BILL To establish a Department of Consumers in order to secure within the Federal 
Government effective representation of the economic interests of consumers; to coordi- 
nate the administration of consumer services by transferring to such Department certain 
functions of the Department of Health, Education, and Welfare, the Department of 
Labor, and other agencies, and for other purposes 


This bill would enact the “Consumers Act of 1959” and set up a new execu- 
tive department, to be known as the Department of Consumers. It would be 
headed by a Secretary of Consumers to be appointed in the same manner as 
other cabinet officers. The bill also provides for an Under Secretary, an Assist- 
ant Secretary, and a General Counsel, all to be similarly appointed. 

The duty of the Department, under the bill, is to protect and promote the 
interests of the people as consumers of goods and services and its functions, 
among other things, are to present the consumer viewpoint in governmental 
policymaking, to represent the economic interests of consumers in proceedings 
before courts and regulatory agencies, to conduct a National Consumers Con- 
ference and to collect, evaluate, act upon, and disseminate information helpful 
to consumers in performing their economic function more efficiently. 

The bill would affect this Commission to the extent that the new Department 
would be authorized to intervene as a matter of right in any of the Commission’s 
proceedings upon a finding by the Secretary of Consumers that the determina- 
tion of such proceeding “may affect substantially the economic interests of 
consumers within the United States.” 

Furthermore, the new Department would serve as a channel through which 
complaints disclosing the use of any commercial or trade practice detrimental 
to the economic interests of consumers would be transmitted to the Department 
or agency whose regulatory authority provides the most effective means to 
secure relief for the complainant. 

While the Federal Power Commission would have no direct interest, except 
as indicated above, in the scope of the authority to be given to the proposed 
Department, its functions and duties are so broadly defined as to call for 
investigations, studies, and reports on the rates for utility services which are 
fixed by all Federal and State regulatory agencies. 
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Part II of the Federal Power Act provides that rates and charges for the 
transmission or sale of electric energy in interstate commerce shall be just and 
reasonable, and authorizes procedures for the determination and fixing of such 
rates. The Natural Gas Act likewise provides for Federal regulation of natural 
gas rates, and part I of the Federal Power Act imposes certain restrictions upon 
electric rates of licensees under the Power Act. On acordance with these 
statutory provisions the Commission is responsible for seeing that utility rates 
subject to its jurisdiction are reasonable and fair to all segments of the public 
interest, particularly consumers. (See Federal Power Commission v. Hope 
Natural Gas Co., 320 U.S. 591 at 610.) 

Section 311 of the Federal Power Act authorizes and directs the Commis- 
sion to conduct investigations regarding the generation, transmission, distribu- 
tion, and sale of electric energy, however produced, and to secure and keep cur- 
rent information regarding capacity and output; the cost of distribution, trans- 
mission, and generation of energy ; the rates, charges, and service to consumers ; 
and the relationship of such facts to commerce and the national defense. As a 
result of the Commission’s operations under this section, it has become the prime 
repository of information with respect to all aspects of the electric industry 
throughout the United States. The Natural Gas Act carries no section parallel 
to section 311 of the Federal Power Act but the Commission has been recom- 
mending for the past several years that it be given such broad investigating 
power with respect to the natural gas industry. (See, e.g., the Commission’s 
38th annual report (1958), p. 18, item 14.) 

The Commission is in agreement with the purposes and objectives of the spon- 
sors in their efforts to aid and protect the American consumers, and, although 
the bill contains a saving provision (sec. 11) that it shall not be construed to 
alter, modify, or impair the provisions of any act providing for the regulation 
of the trade or commerce of the United States, such as the Federal Power and 
Natural Gas Acts, we believe that the functions and activities of the proposed 
Department of Consumers are so broadly defined in this bill that they would in 
considerable measure duplicate and perhaps conflict with those of existing Fed- 
eral and State agencies concerned with the investigation and regulation of rates 
of the electric and gas utility industries. 

The Commission considers itself bound to protect the interests of consumers 
of electricity and natural gas. Evidence offered in Commission proceedings 
by the new Department might, in some degree, aid it in making its decisions, 
but, on the other hand, such intervention might delay or prolong proceedings 
to a degree that would make them incompatible with the public interest which 
includes consideration of the interests not only of the consuming public but 
also of the particular producing industries involved. 

The Commission recognizes that the legislative proposal in this bill presents 
primarily a question of policy for determination by the Congress. Neverthe- 
less, while we are not opposed to the bill in principle, its enactment without 
clarification as to its effect vis-a-vis existing State and Federal utility regula- 
tory laws would, in our opinion, probably engender administrative delay and 
duplication of effort without commensurate public benefits. 


FEDERAL POWER COMMISSION, 
By JEROME K. KUYKENDALL, 
Chairman, 


BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM, 
Washington, June 7, 1960. 
Hon. Joun L. MCCLELLAN, 
Chairman, Committee on Government Operations, 
U.S. Senate, Washington, D.C. 


DEAR Mr. CHAIRMAN: This is in response to your request for a report on the 
bill, S. 1571, to establish a Department of Consumers in order to secure within 
the Federal Government effective representation of the economic interests of 
consumers; to coordinate the administration of consumer services by transfer- 
ring to such Department certain functions of the Department of Health, Educa- 
tion, and Welfare, the Department of Labor, and other agencies; and for other 
purposes. 

While the Board is sympathetic with efforts to protect the economic interests 
of consumers, it questions whether the proposed separate executive department 
of Government would be desirable or effective for this purpose. Existing public 
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agencies should be guided in their decisions by due consideration of consumers 
as well as other interests, all included under the general welfare. To the extent 
that any serious problems may exist in the consumer field, the Board believes 
that it would be preferable to consider legislation addressed directly to these 
specific problems rather than to the creation of a new department whose statu- 
tory responsibilities might be difficult to define. 

Sincerely yours, 


Wma. McC, Martin, Jr. 


FEDERAL TRADE COMMISSION, 
Washington, June 10, 1960. 
Hon. JouHn L. McCLetian, 
Chairman, Committee on Government Operations, 
U.S. Senate, Washington, D.C. 


Dear Mr. CHAIRMAN: This is in response to your request for comment upon 
S. 1571, 86th Congress, 1st session, a bill to establish a Department of Consumers 
in order to secure within the Federal Government effective representation of 
the economic interests of consumers * * * and for other purposes. 

The proposal to establish a new Department of Consumers as an executive 
department of cabinet rank in order to provide representation of consumer in- 
terests in the formulation of Government policies is a matter for the judgment 
of the Congress upon which this agency offers no comment. Some of the specific 
duties and authorities proposed to be conferred upon the new department, how- 
ever, would complicate, duplicate, and interfere with the work of this Com- 
mission. This report, therefore, will comment upon S. 1571 primarily with re- 
spect to its effect upon the Federal Trade Commission. 

Section 6(a) would authorize the Department of Consumers, as a matter of 
right, to intervene as a party representing the public interest of consumers in 
any matter or proceeding pending before the Commission which does not involve 
the adjudication of an alleged violation of law or regulation. 

Broadly construed, this section would impose a degree of formality upon such 
matters as investigations and administrative considerations which could only 
be disruptive and causative of delays. The Commission always welcomes the 
receipt of evidence and expressions of opinions on all such matters, but objects 
to the proposed formal intervention as a party of the Department of Consumers. 

Section 6(b) would authorize the Department of Consumers, in an adjudica- 
tive matter before the Commission or in a district court where the Commission 
is a party or represented by the Attorney General, to certify evidence and in- 
formation to the officer or employee in charge of prosecuting the case. As 
previously stated, the Commission welcomes the receipt of evidence and informa- 
tion from all sources and interposes no objection to this section. 

Section 6(c) applies to proceedings before appellate courts involving review 
of agency orders or determinations relating to trade or commerce or review of 
orders entered in district courts in civil actions involving trade or commerce. 
In such cases, the Department of Consumers could intervene to represent the 
economic interests of consumers. In cases in which a regulatory agency is a 
party, consent for such intervention would have to be secured from the Attorney 
General. The Commission is opposed to the provisions of this section. 

The Federal Trade Commission represents the public interest in appellate 
cases involving the review of Commission orders. Its orders constitute an appli- 
cation to particular situations of the statutes which it administers. The princi- 
ple underlying many of the Commission’s actions is to prevent monopolization 
or injury to competition and thus indirectly to protect the economic interests 
of consumers. The Commission believes that it would be inappropriate for 
another Government agency to present evidence and argument to a court on 
appeal which may not be addressed to an element of the offense defined by 
statute and which may, in a particular instance, be inconsistent with the long- 
range principles underlying the antitrust laws as well as the theories under 
which the case is being tried. 

Section 7 of the bill would make it the duty of the Department of Consumers 
to receive consumer complaints of detrimental commercial or trade practices 
and to attempt, in the first instance, to secure relief for the complainants from 
such practices. Only in instances where relief could not be effected by the 
Department of Consumers, would the complaints be forwarded to other agencies 
such as this Commission. The Commission believes that this section is incon- 
sistent with adequate enforcement of the laws which the Commission administers. 
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As the agency directed by statute to receive consumer complaints, such com- 
plaints would tend to be directed to the Department of Consumers rather than to 
the Commission which is responsible for the enforcement of the laws involved. 
This would serve to delay Commission action in matters which ultimately might 
be referred to it by the Department. 

The Department of Consumers would be required to pursue all complaints 
informally to the point of securing relief for the complainants. If this could 
be accomplished, the matters would end and would not be referred to the Com- 
mission. The Commission acts in the public interest and not on behalf of any 
particular complainant. Such responsibility requires the Commission constantly 
to evaluate the propriety of accepting informal agreements to discontinue unlaw- 
ful practices as against the issuance of formal complaints. Section 7 of the bill 
would result in the Department of Consumers superimposing its interpretation 
of the law in advance of any Commission consideration, and the closing of all 
matters where particular complainants can be satisfied. All that would be left 
to the Commission would be the institution of formal proceedings in instances 
where the Department of Consumers could not effect informal settlements. 

In the interest of economy, consistency of statutory interpretation, equality 
of treatment and effective protection of the public interest, the agency which en- 
forces the law in formal procedures should be the agency which negotiates in- 
formal settlements and handles the cases throughout. 

Section 9 of the bill would authorize the new department to make broad 
economic surveys and would thus, to a substantial extent, constitute a duplica- 
tion of the present authority of thhe Federal Trade Commission. The Commis- 
sion, through its Bureau of Economics, makes such economic investigations as 
the Commission deems it appropriate in the public interest to conduct, or as 
directed by concurrent resolution of the Houses of Congress. In this connection 
your attention is invited to the attached copy of staff report to the Federal Trade 
Commission entitled, “Economic Inquiry into Food Marketing—Part I—Con- 
centration and Integration in Retailing’ submitted to the Congress on January 
15, 1960. 

Section 9(b) (3) of the bill is noted as an example of the duplication referred 
to above in that it would delegate to the Department of Consumers the authority 
to investigate trade conditions in and with foreign countries affecting the foreign 
trade and commerce of the United States, an area of investigation and inquiry 
that is already entrusted to the Federal Trade Commission under section 6(h) 
of the Federal Trade Commission Act, and with respect to which the Commis- 
sion can take particular corrective action under section 4 of the Webb-Pomerene 
Act. 

Section 10(b) of the bill would require this Commission to make its services, 
personnel, and facilities available “to the greatest practicable extent” to the 
Department and to furnish all information, suggestions, estimates and statistics 
as that Department may require. This could result in the Commission expend- 
ing a major portion of its resources for the Department of Consumers rather 
than for purposes the Commission might deem to be in the public interest 
in the administration of the laws entrusted to it. 

In view of time limitations, this report is being submitted without prior 
clearance by the Bureau of the Budget. 

By direction of the Commission. 

Earut W. KINTNER, Chairman. 


DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE, 
December 8, 1959. 
Hon. JoHN L. McCLELLAN, 
Chairman, Committee on Government Operations, 
US. Senate, Washington, D.C. 

DEAR Mr. CHAIRMAN: This letter is in response to your request of April 8, 
1959, for a report on S. 1571, a bill to establish a Department of Consumers in 
order to secure within the Federal Government effective representation of the 
economic interests of consumers; to coordinate the administration of consumer 
services by transferring to such department certain functions of the Depart- 
ment of Health, Education, and Welfare, the Department of Labor, and other 
agencies ; and for other purposes. 

The bill would establish a Department of Consumers and prescribe its officers, 
powers, and functions. The duty of the new Department would be to protect 
and promote the economic interests of the people of the United States as con- 
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sumers of goods and services made available to them through the trade ang 
commerce of the United States. The bill would establish procedures whereby 
the Department would accomplish this duty; among other things, it would be 
authorized to conduct an annual consumers conference, to represent consumers 
before regulatory agencies or the courts in matters affecting substantially the 
economic interests of consumers, to evaluate complaints from consumers, to 
conduct economic surveys, and to publish information concerning problems en- 
countered by consumers generally. 

The bill would transfer certain parts of other departments to the Depart- 
ment of Consumers to help it accomplish its fundamental objectives. The Food 
and Drug Administration of the Department of Health, Education, and Wel- 
fare is one agency that would be transferred. 

tnactment of this bill would pose difficult problems of Government organiza- 
tion. The proposed Department of Consumers would acquire authority and 
responsibilities and would perform functions which would cut across the 
activities of a large number of other departments and independent agencies 
whose duties protect, either directly or indirectly, the interests of consumers. 
This bill, for example, would raise questions of jurisdiction and coordination 
between the proposed Department of Consumers and the Council of Economie 
Advisers, established under the Employment Act of 1946, with respect to the 
general economic situation. 

The interests of consumers are also clearly affected by actions taken by the 
Board of Governors of the Federal Reserve System, the Securities and Exchange 
Commission, and the Departments of Commerce, Labor, and Agriculture, to say 
nothing of the economic impact of the programs of the Department of Defense 
and the Veterans’ Administration. Direct regulatory or supervisory controls 
are also exerted by such agencies as the Federal Trade Commission, the Inter- 
state Commerce Commission, the Federal Communications Commission, the 
Federal Power Commission, the Federal Home Loan Bank Board, the Housing 
and Home Finance Agency, and the Federal Aviation Agency. 

Each of the departments and agencies mentioned is required in one way or 
another to take into account the interests of the American consumer. The 
activities of the proposed Department of Consumers, particularly its duty to 
intervene, on behalf of consumers, in Government proceedings under section 6, 
would invite duplication, confusion, and even conflict in a situation which is 
already sufficiently complex. Under these circumstances, it is questionable 
whether the interests of consumers would be reliably and efficiently served. 

Furthermore, the transfer of several organizational elements from this De 
partment and from the Departments of Labor, Agriculture, and Commerce 
would make more difficult and time-consuming the necessary coordination of the 
transferred units with those related activities remaining in those Departments. 

We recommend specifically against the proposed transfer of the Food and 
Drug Administration from this Department to the new Department of Con- 
sumers. While it is true that certain sections of the Federal Food, Drug, and 
Cosmetic Act, which is enforced by the Food and Drug Administration, do deal 
with economic factors (for example, by classifying food as adulterated if cheap- 
er ingredients have been substituted for those that are supposed to be present), 
it is also true that a major part of the work of this agency deals with funda- 
mental health problems. For example, the new-drug section of the Food, Drug, 
and Cosmetic Act requires any new drug to be shown safe for its intended use 
to the satisfaction of this Department before it may be marketed in interstate 
commerce; the pesticide chemicals amendment of the same act bans the inter- 
state shipment of food containing residues of poisonous pesticides unless such 
residues are within limits that have been found safe by the Food and Drug 
Administration; the food additives amendment of the same act restricts the 
use of chemicals in foods except in such quantities and under such conditions 
as have been found safe; the drug chapter of the act requires drugs to bear 
adequate directions for their safe usage and adequate warnings against uses 
that may be dangerous to health; the same chapter sets forth the procedures for 
certification of all batches of insulin that are marketed in interstate commerce 
to insure their safety and efficacy, and certification of batches of five of the 
most commonly used antibiotic drugs to insure their safety and efficacy. The 
cosmetic chapter of the act has provisions restricting the interstate shipment 
of cosmetics which may render them injurious to users. The law provides for 
certification of coal-tar colors for use in foods, drugs, and cosmetics to insure 
their safety. 
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It would be unwise to separate these health functions performed by the Food 
and Drug Administration from the other health and welfare functions of the 
Department of Health, Education, and Welfare. These functions, while dele- 
gated by the Secretary to the Food and Drug Administration, are vested by 
law in the Secretary of Health, Education, and Welfare and are considered 
an integral part of the appropriate responsibility of this Department. More- 
over, Such a transfer would impair the present cooperative relationships between 
the Food and Drug Administration and the Public Health Service, and between 
the Food and Drug Administration and the regional offices of this Depart- 
ment. 

For the reasons stated above, we recommend that the bill not be enacted. 

The Bureau of the Budget advises that it perceives no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 
ARTHUR S. FLEMMING, Secretary. 


U.S. DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., May 19, 1960. 
Hon. JoHN L. McCLELLAN, 
Chairman, Committee on Government Operations, 
U.S. Senate, Washington, D.C. 

Dear SENATOR MCCLELLAN: This is in response to your request for a report on 
S. 1571, a bill to establish a Department of Consumers in order to secure within 
the Federal Government effective representation of the economic interests of con- 
sumers ; to coordinate the administration of consumer services by transferring to 
such Department certain functions of the Department of Health, Education, and 
Welfare, the Department of Labor, and other agencies; and for other purposes. 

We do not believe it necessary to establish a Department of Consumers, for 
it is felt that the interests of consumers within the United States are adequately 
protected by several agencies of the Federal Government, which have as their 
primary purpose the general welfare of consumers, 

There appears to be no justification for affording special treatment to con- 
sumers as such. It is suggested that in this Department the consumer is 
adequately represented through certain functions of the Bureau of Mines, the 
Fish and Wildlife Service, the Office of Territories, and the National Park Service. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 
D. Oris BEASLEY, 
Administrative Assistant, Secretary of the Interior. 


INTERSTATE COMMERCE COMMISSION, 
Washington, D.C., December 3, 1959. 
Hon. Joun L. McCLetian, 
Chairman, Committee on Government Operations, 
US. Senate, Washington, D.C. 


DEAR CHAIRMAN MCCLELLAN: Your letter of April 8, 1959, addressed to the 
Chairman of the Commission and requesting comments on a bill, S. 1571, 
introduced by Senator Kefauver (for himself and 23 other Senators), to 
establish a Department of Consumers, in order to secure within the Federal 
Government effective representation of the economic interests of consumers; 
to coordinate the administration of consumer services by transferring to such 
Department certain functions of the Department of Health, Education, and 
Welfare, the Department of Labor, and other agencies; and for other purposes, 
has been referred to our committee on legislation. After consideration by that 
committee, I am authorized to submit the following comments in its behalf. 

Under the provisions of S. 1571, it would be the duty of the Department of 
Consumers to protect and promote the interests of the people of the United 
States as consumers of goods and services made available to them through the 
trade and commerce of the United States. 
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The bill contains a number of provisions which would have a direct bea 
on the activities of this Commission and the following comments are directeg 
to those provisions: 

Section 5(b) (2) of the bill provides that one of the functions of the Depart. 
ment of Consumers would be to represent the economic interests of consumers 
of the United States in proceedings before regulatory agencies of the United 
States to the extent to which authorization therefor is provided by section 6 of 
this act. Section 6 of the bill provides, in part, that whenever there is pending 
before any regulatory agency of the United States any matter or proceeding 
which does not involve the adjudication of the alleged violation, by any indi- 
vidual or corporation named as a defendant or respondent therein, of any 
statute of the United States or any rule or regulation promulgated thereunder 
and the Secretary finds that the determination of such matter or proceeding may 
affect substantially the economic interests of consumers within the United States, 
the Department shall be entitled as a matter of right to intervene in such matter 
or proceeding as a party to represent the public interest of consumers. (Em- 
phasis added.) 

As you know, this Commission already is charged with the responsibility of 
representing the public interest in all proceedings which it conducts (Phillips y, 
Grand Trunk Railway Company, 236 U.S. 662, 665; United States v. Merchants, 
etc. Association, 242 U.S. 178, 188). Congress has declared that all of the pro- 
visions of the Interstate Commerce Act shall be administered and enforced with 
a view to carrying out the national transportation policy, the objective of which 
is the developing, coordinating, and preserving of a national transportation sys- 
tem adequate to meet the needs of the commerce of the United States, of the 
postal service, and of the national defense. 

Generally speaking, there is consumer representation in proceedings before 
this Commission, as can be determined by an examination of the list of appear- 
ances in any major rate proceeding before this commission. The “peak” of such 
representation was probably reached in Ex Parte No. 148, Increased Railway 
Rates, Fares and Charges, 1942 (251 I.C.C. 357), wherein appearances were 
entered on behalf of numerous private consumer interests and the following 
Federal Government officials or agencies: Price Administrator and Director of 
Economic Stabilization; Secretary of Agriculture; Bituminous Coal Consumers’ 
Counsel; Petroleum Administrator for War; Solid Fuels Coordinator for War; 
and Bituminous Coal Division, Department of the Interior. Before that pro 
ceeding was concluded, the Secretary of Commerce likewise entered an ap- 
pearance. 

It is expected, of course, that parties to proceedings before this Commission 
will have a predetermined view of the Commission’s action which would best 
promote the interests which they represent; that they will devote their energies 
to effectively presenting to the Commission evidence which will support the 
position they have taken; and that this Commission will then decide the case in 
a manner which, in its opinion, will on the basis of such evidence best protect 
the public interest. It has been our experience that the interests of consumers 
in given proceedings before the Commission are often diverse. If the Commis- 
sion considers that the parties to a particular proceeding are not likely to de- 
velop on the record adequate evidence which would permit the Commission to 
determine where the “overall” public interest lies, it may, and frequently does, 
call upon its own staff to develop at the hearing, facts which would be of as- 
sistance to the Commission in making such determination. 

Section 7 of the bill provides, in part, that it shall be the duty of the De 
partment to receive and evaluate complaints from consumers concerning com- 
mercial and trade practices employed in the furnishing of services to consumers 
which may be detrimental to the economic interests of consumers; to transmit 
such complaints to the suppliers of the services; and where effective action to 
secure relief for the complainant cannot be taken by the Department, such com- 
plaint shall be transmitted by the Department to the department or agency of 
the United States whose regulatory or other authority provides the most effective 
available means to secure such relief for the complainant. The department or 
agency to whom the complaint is referred “shall then consider the complaint s0 
transmitted, take such action thereon as that department or agency shall deter- 
mine to be appropriate, and transmit to the complainant a written reply describ- 
ing the action so taken or, if no action is taken upon such complaint, the reason 
for its inaction. A copy of each such reply shall be transmitted to the Depart- 
ment.” 
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It is provided in section 7(c) of the bill that whenever the Department receives 
from any source any information disclosing a probable violation of any law of 
the United States, any rule, regulation, or order of any administrative officer or 
regulatory agency of the United States, or any judgment, decree, or order of any 
court of the United States relating to the trade or commerce of the United States, 
the Department shall transmit to the officer or agency charged with the duty of 
enforcing such law, rule, regulation, order, judgment, or decree, for appropriate 
action, such evidence and information as the Department may have concerning 
such probable violation and that it shall be the continuing duty of the Depart- 
ment “to ascertain the nature and extent of action taken with regard to probable 
violations so reported.” 

At the present time the Commission has in effect both formal and informal 
procedures under which complaints directed against the activities of carriers 
subject to the Commission’s jurisdiction may be brought to the Commission’s 
attention. We do not know of any useful purpose that would be served by having 
such complaints considered, in the first instance, by an executive department. 
In our opinion, such a procedure would result in considerable duplication of 
effort, as well as confusion and delay. 

We are of the view that the Commission, as an independent regulatory agency 
which now reports directly to Congress, should not be required to “take over” 
complaints received from an executive department, and to advise such Depart- 
ment of the action the Commission takes with respect to such complaints, “or, 
if no action is taken upon such complaint, the reasons for its inaction.” This 
appears to us at least to imply the subordination of the heretofore independent 
action of this Commission to the superintendence of an executive department. 
While we believe that legitimate complaints against carriers subject to our 
jurisdiction should be received from any source whatsoever, we also believe 
that the interests of justice are best served by bringing such complaints directly 
to this Commission rather than through an intermediary. 

The Congress in its wisdom deliberately created the Interstate Commerce 
Commission (and others) as a regulatory agency which would be independent 
of Executive control. That independence cannot be maintained if our procedures 
and functions are to be based on ‘qualified independence” from Executive con- 
trol. Our responsibility to the Congress for the effective discharge of our 
duties cannot be properly fulfilled if we are required to formulate procedures 
that are in consonance with such an executive department. It is essential that 
the Commission retain the freedom to shape its organization and procedure to 
meet the specialized and changing needs of the regulation of transportation. 

The requirement that we, in effect, report to such an executive department, 
which has a “continuing duty to ascertain the nature and extent of action 
taken” by us, would fragmentize our responsibility. It is difficult for us to see 
how this would be in the public interest. On the contrary, duplication and delay 
could result which would be detrimental to the public interest. If the Congress 
is of the view, however, that such a department is necessary or desirable, we 
know of no reason that a Department of Consumers should not have the same 
standing in proceedings before this Commission as other Government agencies 
and departments have. 

In its regulation of transportation, the Commission’s primary objective is the 
protection of the public interest, which includes consumers. While we would 
have no objection to the participation in proceedings before us of a representa- 
tive of what the bill terms “economic interests of consumers,” it occurs to us that 
Congress might wish to consider accomplishing this, if found necessary, within the 
framework of one of the Departments already in existence. In either event, we 
believe their activity should not extend beyond this, and certainly that we should 
not be required to report to such Department, either directly or indirectly. 

Section 10(b) of the bill authorizes and directs any Federal agencies (includ- 
ing the Commission), upon request made by the Secretary, to make its services, 
personnel, and facilities available to the Department “to the greatest practicable 
extent”; and, subject to laws and regulations pertaining to national security, “to 
furnish to the Department such information, suggestions, estimates, and statistics 
as the Secretary may determine to be necessary for the performance of the func- 
tions of the Department.” Considering the small staff which this Commission 
has and the added responsibilities which it has been given in recent years, such 
provisions could be extremely burdensome insofar as they relate to this Com- 
mission. 

The proposed measure does not provide that such services, personnel, and facil- 
ities as are made available to the Department of Consumers “to the greatest prac- 
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ticable extent” shall be on a reimbursable basis. The Interstate Commerce Cop. 
mission has made every effort to maintain a spirit of cooperation and assistance 
to all other agencies and departments to the fullest extent possible. Certainly 
no different atmosphere would obtain as between this Commission and any new 
agency or department that might be established. We do believe, however, that 
an unqualified direction that the Commission furnish such information, sugges. 
tions, estimates, and statistics ‘as the Secretary may determine to be necessary 
for the performance of the functions of the Department” could conceivably be 
unduly burdensome. Accordingly, it is suggested that subparagraphs (1) and 
(2) of section 10(b) of the bill be amended to provide that (1) such services, 
personnel, and facilities as are made available to the Department shall be with 
the concurrence of the head of the department, agency, or instrumentality in. 
volved, and shall be on a fully reimbursable basis, and (2) that such informa. 
tion, suggestions, estimates, and statistics as the Secretary may require shal] 
also be furnished with the concurrence of the head of the department, agency, 
or instrumentality involved, on a fully reimbursable basis, and to the extent that 
the furnishing thereof will not, in the judgment of the head of such department, 
agency, or instrumentality, impose a burden which would hamper or interfere 
with the proper and effective administration of such agency’s primary duties, 
While section 10(a) (4) contains agency concurrence and reimbursement provi- 
sions, it does not appear that these provisions were intended to apply to sections 
10(b) (1) and 10(b) (2). 

We believe that this Commission is performing its duty as the guardian of the 
public interest in the transportation field. If, however, the Congress feels that 
there is a need for the establishment of a Department of Consumers, we recom- 
mend that S. 1571 be amended as hereinabove suggested. We believe that the 
establishment of a Department of Consumers is a matter of broad congressional 
policy upon which we do not have adequate information to express an opinion 
except for the effect that it would have upon the activities of this Commission as 
discussed above. 

We recommend against enactment of S. 1571 in its present form. 

Sincerely yours, 
COMMITTEE ON LEGISLATION, 
KENNETH H. TUGGLE, 
Chairman, 
ANTHONY ARPATA, 
HowaAkpD FREAS. 


U.S. DEPARTMENT OF JUSTICE, 
Washington, D.C. May 19, 1960. 
Hon. Jonn L. MCCLELLAN, 
Chairman, Committee on Government Operations, 
U.S. Senate, Washington, D.C. 


Dear SENATOR: This is in response to your request for the views of the De- 
partment of Justice with respect to S. 1571, a bill to establish a Department 
of Consumers in order to secure within the Federal Government effective repre- 
sentation of the economic interests of consumers; to coordinate the administra- 
tion of consumer services by transferring to such Department certain functions 
of the Department of Health, Education, and Welfare, the Department of Labor, 
and other agencies ; and for other purposes. 

The subject of this legislation is not a matter for which the Department of 
Justice has primary responsibility and, accordingly, we make no recommenda- 
tion as to the enactment of the bill. However, there are certain sections of the 
bill as to which the Department of Justice offers the following comments. 

Section 3(e) provides in part that no individual may be appointed as an officer 
of the Department of Consumers while financially interested in corporations “en- 
gaged in the production, distribution, or sale of goods or services affecting con- 
sumers” or if within a certain time he has served as an officer or director of any 
such corporation. The extent of interest which would be disqualifying and the 
time limitation are both left blank in the bill. The laudable purpose of these 
prohibitions is to avoid conflicts of interest. However, the language used with 
respect to financial interest in corporations is so general that it would appear to 
prohibit the appointment of persons having an interest in any corporation, since 
it is difficult to conceive of a corporation the operations of which would not affect 
consumers in some manner. 
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Section 6(a) of the bill would afford the proposed Department of Consumers a 
right to participate as a party on behalf of consumers in certain proceedings be- 
fore Federal “regulatory agencies.” As the term “regulatory agencies” is de- 
fined in section 12, it would include only nine so-called independent agencies and 
any other agency hereafter established, thereby excluding agencies within the 
executive departments. 

Executive departments, for example Agriculture, Commerce, Labor, and 
Health, Education, and Welfare, conduct administrative proceedings in large 
numbers. In many of these, consumers may have a vital interest. The Congress 
may therefore wish to consider enlarging the proposed Department’s authority 
to permit it to participate as a party in proceedings pending before the executive 
departments as well as those before the listed independent agencies. If so, a con- 
forming change is required in section 5(b) (2). 

Section 6(c) provides that whenever there is pending before a Federal 
appellate court a proceeding involving the review of an order of a regulatory 
agency or of a judgment of a district court involving trade or commerce and the 
Secretary finds that the action may affect substantially the economic interests of 
consumers, the Department of Consumers may apply to the appellate court for 
leave to file a brief as amicus curiae or to present oral argument, except that 
no such application shall be made without the consent of the Attorney General in 
any case in which the Government is a party or the Attorney General an inter- 
venor. Section 6(d) would authorize attorneys of the Department of Con- 
sumers to appear before any court (except the Supreme Court) for the purpose 
of making any such application. These provisions for court appearances by 
attorneys of the Department of Consumers would be contrary to the established 
congressional policy of having Government agencies represented by the Depart- 
ment of Justice in judicial actions. There appears to be no reason for making 
an exception to such policy in the case of the proposed Department of Consumers. 
The bill should be modified accordingly by deleting section 6(c), and amending 
section 6(d). Correspondingly, section 5(b)(2) would require a conforming 
amendment. 

Section 7(d) of the bill requires the new Department to “publish * * * infor- 
mation concerning * * * problems encountered by consumers generally within the 
United States, including particular commercial trade practices which are 
detrimental to the economic interests of such consumer.” Thus, if a violation 
referred to this Department for appropriate action involves “commercial or 
trade practices” detrimental to the consumer, the new Department can publish 
information concerning the violation regardless of the effect upon the investiga- 
tion and trial. 

Because of the dangers inherent in such authority to publish information, 
without prior consultation with the agency responsible for prosecuting the viola- 
tion involved, the Department of Justice is opposed to the enactment of section 
7(d) inits present form. 

Section 9(e) of the bill confers upon the Department all the powers which are 
conferred on the Federal Trade Commission by section 9 of the Federal Trade 
Commission Act (15 U.S.C. 49) with respect to granting immunity from prosecu- 
tion to witnesses, except that immunity may not be granted without the written 
consent of the Attorney General. 

The requirement that the approval of the Attorney General be obtained prior 
to a grant of immunity is in accord with the current policy. However, the require- 
ment may not be effective in the bill as now written, and the section therefore 
seems to require amendment. Section 9 of the Federal Trade Commission Act 
is one of the so-called “immunity bath” statutes. A witness who testifies pursu- 
ant to a subpena is granted immunity by the statute and need not first refuse 
to answer questions as a condition precedent to immunity attaching. See United 
States v. Monia (317 U.S. 424 (1942)). This lack of a requirement that the wit- 
ness refuse to answer prevents the examiner from being put on notice that im- 
munity may attach. Without such notice he would be unlikely to obtain the 
approval of the Attorney General prior to the attaching of immunity, unless the 
approval of the Attorney General were obtained prior to the issuance of each 
subpena. This would not be a practicable procedure. 

Section 10(b) authorizes and directs each department, agency and instru- 
mentality of the United States, upon request of the Secretary and subject to 
provisions of law and regulations relating to the classification of information in 
the interest of national security, “to furnish to the Department such information, 
suggestions, estimates, and statistics as the Secretary may determine to be neces- 
sary for the performance of the functions of the Department.” 
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It is suggested that the following language be substituted for the language 
of section 10(b): 

“The Secretary is authorized to request from any department, agency, or inde. 
pendent instrumentality of the Government any information, suggestions, esti. 
mates and statistics which he may determine to be necessary for the performance 
of the functions of the Department; and each such department, agency, and 
instrumentality is authorized to cooperate with the Secretary and, to the extent 
permitted by law, to furnish such information, suggestions, estimates and statis. 
tics to the Secretary upon his request.” 

Finally, section 12 of the bill defines “antitrust law” as used in the act to 
include “the Federal Trade Commission Act (15 U.S.C. 41 and the following).” 
The Federal Trade Commission Act is not included in the Clayton Act definition 
of antitrust laws, and it is suggested that it should not be included in this defini- 
tion. The Department would have no objection to the inclusion in section 11, the 
saving provision, the only section in which reference is made to “antitrust laws,” 
of a reference to the Federal Trade Commission Act. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report. 

Sincerely yours, 
LAWRENCE E. WALSH, 
Deputy Attorney General. 


U.S. DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, June 2, 1959. 
Hon. JoHn L. McCLe.ian, 
Chairman, Committee on Government Operations, 
U.S. Senate, Washington, D.C. 


Dear SENATOR McCietiaAn: This is in further reply to your request for the 
views of this Department on S. 1571, a bill entitled the “Consumers Act of 1959,” 

S. 1571 would establish a new executive department to protect and promote 
the interests of the people of the United States as consumers. The proposed 
Department would, among other things, be responsible for (1) presenting the 
viewpoint of consumers in the formulation of governmental policies; (2) repre- 
senting the economic interests of consumers in proceedings before courts and 
regulatory agencies of the United States; and (3) assembling, evaluating, and 
disseminating information helpful to consumers. The functions, duties, and 
obligations and the employees, property, and records of the following Govern- 
ment agencies or parts thereof would be transferred to the proposed Department: 
The Food and Drug Administration of the Department of Health, Education, and 
Welfare; the Division of Prices and Cost of Living of the Bureau of Labor 
Statistics; the Home Economics Research Branch; and the Human Nutrition 
Research Branch of the Agricultural Research Service; and those elements of 
the National Bureau of Standards engaged primarily in research or testing of 
articles to be used by consumers. 

This Department is, of course, directly concerned with the problems of the 
consumer in much of its work and thus appreciates the philosophy upon which 
this bill rests. We do not believe, however, that the consumer’s interest would 
be best protected and furthered by the machinery provided by this bill. The 
protection of consumers is too general a function of Government to be adminis- 
tered by a single Department. 

In addition, we oppose the proposed transfer of the Division of Prices and 
Cost of Living from the Department of Labor’s Bureau of Labor Statistics to 
the proposed new Department. The Consumer Price Index was developed and 
has been maintained continuously in this Department as an essential part of its 
program for reporting on the economic status of the working population. We 
believe that the best development of this work will be achieved by its continued 
maintenance in the Labor Department and that the interests of the Government 
and the consuming public would not be served by transferring it from the 
Department. 

We understand that it has been mentioned possible savings might result by 
having the field agents of the Division of Prices and Cost of Living conduct 
investigations of complaints made to the Food and Drug Administration. This 
combination of investigation with purely data gathering responsibilities could 
seriously jeopardize the reputation of the Consumer Price Index as an objective 
statistical measure. Moreover, thousands of retailers freely cooperate in provid- 
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ing information for the index because they know that the data are treated in 
striet confidence, without disclosure of source. If they learn that the price 
agents are also investigating charges of violations of law, many may refuse 
to supply the information. 
For these reasons we would be opposed to the enactment of S. 1571. 
The Bureau of the Budget advises that there is no objection to the submission 
of this report. 
Sincerely yours, 
JAMES T. O'CONNELL, 
Under Secretary of Labor. 


OFFICE OF THE POSTMASTER GENERAL, 
Washington, D.C., December 24, 1960. 
Hon. JoHN L. McCLeELLAN, 
Chairman, Committee on Government Operations, 
U.S. Senate, Washington, D.C. 


DEAR Mr. CHAIRMAN: Reference is made to your request for a report on 8. 
1571, a bill to establish a Department of Consumers in order to secure within 
the Federal Government effective representation of the economic interests of 
consumers; to coordinate the administration of consumer services by trans- 
ferring to such Department certain functions of the Department of Health, 
Education, and Welfare, the Department of Labor, and other agencies; and 
for other purposes. 

§. 1571 would establish a Department of Consumers as an executive Depart- 
ment of the Government. Section 5(a) makes it the duty of such Department, 
among other things, to “protect and promote the interests of the people of the 
United States as consumers of goods and services made available to them 
through the trade and commerce of the United States.” Section 6(a) permits 
such Department to intervene as a matter of right to represent “the public in- 
erest of consumers” in proceedings before regulatory agencies (except in viola- 
tion cases involving a defendant or respondent) if the Secretary of such De- 
partment finds that the proceeding “may affect substantially the economic 
interests of consumers within the United States.” By definition the term “‘regu- 
latory agency” includes the Civil Aeronautics Board and the Interstate Com- 
merce Commission (sec. 12). 

The Post Office Department participates in proceedings before the Civil 
Aeronautics Board and the Interstate Commerce Commission to establish rates 
paid by the Department to air and rail carriers for the transportation of mail. 
The Post Office Department is in the position of the “consumer” in such cases, 
and this Department does not construe the bill to purport that the Department 
of Consumers would have any authority to participate therein, since such trans- 
portation rates are paid directly by the Post Office Department, and are not 
directly paid by the general public as consumers. 

The Post Office Department also participates in proceedings before the Inter- 
state Commerce Commission to obtain the consent of that agency to reforma- 
tions of postage rates, and written conditions relating to fourth-class mail (39 
U.S.C. 247). Such postage rates are paid by the general public, and may there- 
fore “affect substantially the economic interests of the consumers [postal 
patrons] within the United States” within the purview of the statute. Thus 
the anomalous situation could arise that the proposed Department of Consumers 
would appear before the Interstate Commerce Commission to oppose reforma- 
tions in fourth-class postage rates which the Postmaster General has statutory 
duty to seek. 

If the committee takes favorable action on 8. 1571, it is urged that section 
5(b) (2) of the bill be amended by inserting “except proceedings relating to 
mail under section 207 of the act of February 28, 1925, as amended (39 U.S.C. 
247), and under the act of September 27, 1950, as amended (31 U.S.C. 695),” 
immediately following the word “Act” in line 13, page 6, of the measure. 

Apart from the foregoing, this Department has no other comment to submit 
as to the enactment of this legislation. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to the committee. 

Sincerely yours, 
J. M. McKrssrn, Jr., 
Deputy Postmaster General. 
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DEPARTMENT OF STATE, 
Washington, December 1, 1959. 
Hon. JoHN L. McCLeLLAnN, 
Chairman, Committee on Government Operations, 
U.S. Senate. 


Deak Mk. CHAIRMAN: In your letter of April 8, 1959, which was acknowledged 
on April 13, you requested the comments of the Department of State on S. 1571, 
a bill to establish a Department of Consumers in order to secure within the 
Federal Government effective representation of the economic interests of con- 
sumers; to coordinate the administration of consumer services by transferring 
to such Department certain functions of the Department of Health, Education, 
and Welfare, the Department of Labor, and other agencies; and for other pur. 
poses. 

The Department finds nothing in the proposed bill which is contrary to the 
international obligations of the United States. It has no objections to the bill 
from the standpoint of foreign policy other than the present wording of section 
9(a)(3). This section (p. 15, line 15) would authorize the new Department of 
Consumers “to investigate from time to time trading conditions in and with 
foreign countries affecting the foreign trade and commerce of the United States, 
and their influence upon domestic price levels ; and”’. 

The provision quoted above appears to imply that the Department of Con- 
sumers might itself conduct investigations in foreign countries concerning trade 
conditions in those countries. Investigations of trade conditions in foreign 
countries are already carried out for various purposes by the Foreign Service, 
the Department of the Treasury, and the Department of Agriculture. This De- 
partment considers that it would be most undesirable from the standpoint of econ- 
omy and the effective coordination of U.S. Government activities abroad to grant 
authority to still another executive department to send personnel abroad to 
conduct investigations of trade conditions. It is confident that any information 
on trade conditions abroad which might be needed by the proposed Department 
of Consumers could be effectively gathered by the Foreign Service or, in certain 
special cases, by the Department of the Treasury or the Department of Agricul- 
ture. It therefore recommends that section 9(a) (3) be revised to read as follows: 

“(3) to conduct investigations from time to time within the United States, 
and compile information obtained abroad by other Government agencies, con- 
cerning trade conditions in and with foreign countries affecting the foreign 
trade and commerce of the United States, and their influence upon domestic 
price levels; and”. 

The Department has been informed by the Bureau of the Budget that there 
is no objection to the submission of this report. 

Sincerely yours, 
WILLIAM B. MACOMBER, Jr., 
Assistant Secretary 
(For the Secretary of State). 


LANSING, MicH., June 23, 1960. 
Hon. Jonn L. McCietian, 
Chairman, Committee on Government Operations, 
New Senate Office Building, 
Washington, D.C.: 


As you begin hearings on §S. 1571, the bill to establish a Department of Con- 
sumers, permit me to express my concern for consumers interests. I join with 
the host of others who recognize that the consumer has no really coordinated and 
effective voice in the present scattered and often limited activities of the Federal 
Government. 

The same problem, of course, exists at the State level. In each of the past 4 
years I have recommended the appointment of a State consumer protection rep- 
resentative to coordinate State consumer services, advise on consumer problems, 
represent the consumer before official bodies, and recommend remedial consumer 
legislation. 

As great as is the need at the State level, however, our national economy 
makes imperative action at the Federal level. I commend the spirit behind 8S. 
1571 and its concern for consumer interests. 

G. MENNEN WILLIAMS, 
Governor of Michigan. 
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CONSUMER INTERESTS OF MINNEAPOLIS, 
Minneapolis, Minn. 
Senator JOHN L. McCLELLAN, 
Senate Office Building, 
Washington, D.C. 


DEAR SENATOR MCCLELLAN: In view of the fact that all citizens are consumers, 
and all have vital economic interests as consumers, and that there is no adequate 
representation or coordination of these interests at present in the Federal Gov- 
ernment, we urge favorable action by the Government Operations Committee on 
§, 1571, a bill to establish a Department of Consumers, with a Secretary of 
Cabinet rank. 

We represent consumer interests of many broad-based bipartisan, and inter- 
faith organizations. In our membership are chairmen of consumer interests of 
yarious groups, as United Church Women, Catholic Women, Federated Council 
of Women’s Clubs, Consumer Services Department of Northern States Power, 
and educational, cooperative, and home economics organizations. 

By order of the annual meeting of Consumer Interests of Minneapolis, held 
on May 6, 1959, I am, 

Sincerely yours, 
GERTRUDE P. VisscHER, Secretary. 


Boston, MaAss., June 22, 1960. 
U.S. SENATE GOVERNMENT OPERATIONS COMMITTEE, 
SUBCOMMITTEE ON REORGANIZATION AND INTERNATIONAL ORGANIZATIONS, 
New Senate Office Building, Washington, D.C.: 


I wish to be placed on record in support of S. 1571, for establishing a Federal 
Department of Consumers. 


Epw. J. McCormack, Jr., 
Attorney General, 
State of Massachusetts. 
Mr. Barraeuia. Mr. Chairman, Senator Kefauver has asked me to 
express to your subcommittee his regret that he is unable to appear 
this morning in support of S. 1571. He asks that I be given per- 
mission to read his statement in support of this bill into the record. 
Senator Humpnurey. Very well, Mr. Battaglia, you may proceed. 


STATEMENT OF HON. ESTES KEFAUVER, A U.S. SENATOR FROM 
THE STATE OF TENNESSEE 


Mr. Barraeura (for Senator Kefauver). I am delighted that this 
committee is holding hearings on S. 1571, a bill “to establish a De- 
partment of Consumers in order to secure within the Federal Gov- 
ernment effective representation of the needs of consumers * * *”, 

This bill, introduced by myself and 23 cosponsors, has to do with 
the question of how best to provide political space for the representa- 
tion of the consumer interest—how best to insure that the consumer 
voice will be heard—in the making of Government decisions and 
policies on economic matters. 

This, I believe, is one of the necessary, and belated steps we must 
take if we are to protect and strengthen the dynamic character of our 
economy and keep it expanding in a direction that will bring a higher 
standard of living for all our families and a firmer material support 
for our international policies. 

It is a necessary step because a nation and an economy directed by 
the interests of producer groups alone is lacking in balance, unity, 
and strength. 
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I ask your support for the general provisions of this bill. I would 
welcome any suggested improvement or modification of the bill itself, 
since my interest is primarily in trying to get something done which 
will embody the general purposes and principles of the proposed 
legislation. 

The primary purpose of the bill is to provide effective representa- 
tion within the Federal establishment of the American people in their 
capacity as consumers. 

The existing Government departments, with few exceptions, repre- 
sent the American people in their capacity as producers. The Depart- 
ment of Commerce represents businessmen; the Department of Agri- 
culture represents farmers as producers; the Department of Labor 
represents workers as producers. Indeed, the Government abounds 
with departments, agencies, and bureaus set up by the Congress to 
represent producer interests of virtually every conceivable type. 

There is no such representation of the consumer interest. Such 
consumer representation as does exist is limited, fragmented, and 
relatively ineffectual. 

The ramification of Government influence in economic life, direct 
and indirect, is now far reaching; Government action affects, in some 
way, to some extent, the price, kind, quality, and/or conditions of sale 
of most of the goods and services made available to us as consumers. 
The increasing growth and complexity of the economy, its instability, 
its power pressures, as well as the necessities of national defense in a 
technological age, have involved Government in an expanding pro- 
gram of economic decision and action. 

The hard-pressed Congress has had to extend its authority through 
the establishment of various regulatory agencies—the FTC, the FPC, 
the CAB, the FCC, and others—but in too many instances these agen- 
cies have become bogged down in controversies between conflicting 
business interests and have lost sight of the public interest which they 
were set up to protect and promote. 

Great departments of the executive branch, concerned with various 
aspects of the economy, have increased their power within the vast 
complex of goverment, particularly in the field of administrative law. 

And during the same period, private economic groups have organ- 
ized to exert their influence on this governmental process, to try to 
insure that public policy promotes their particular ends. 

Representatives of business, of labor, of agriculture are organized 
in powerful lobbies and also have found a channel of expression and 
support through the Departments of Commerce, of Labor, of Agricul- 
ture, and other agencies of the Government. 

But what of the interest of the vast consumer public? We have 
been told that the emergence of private power blocs “on opposite sides 
of the market” will provide checks and balances to offset the dimin- 
ishing role of market competition. 

But we have no reason to believe that the tug-of-war between or- 

anized producer and distributor groups will maximize the public 
interest, either through the market process or Government action, un- 
less the “public interest” itself can become a more effective factor in 
decisionmaking. Heavily burdened public officials responsible for 
policymaking tend to be influenced only by the facts and opinions 
brought directly to their attention. 
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What we prone to do now is to bring the voice of the forgotten 
consumer into this policymaking complex through the establishment 
of a Consumers Department. 

Consumers have a great responsibility in spending the family in- 
come to maximum advantage. If it is not spent to maximum advan- 
tage, much of the labor that went into earning it is wasted and our 
national resources are not used for greatest satisfaction. 

It is difficult for the individual consumer—and for the most part, 
that means the housewife—to make an informed choice among the 
vast array of goods and services which our economy has made avail- 
able. This is particularly true since our educational system has been 
oriented toward the eres of production rather than of consumer 
choices and since business promotion often tends to confuse rather 
than to inform. It is a good thing that consumers are beginning to 
get some help in their job through some of their own organizations. 

But however effective individual consumers may become in their 
market choices, they still cannot reach back of the market to the points 
where important economic decisions are now being made by indus- 
try—decisions, for instance, with respect to “administered” prices— 
nor can they directly influence the decisions made in the various levels 
of government with respect to economic matters. 

For this, organization is needed, and there is no well-supported, 
well-financed organization among consumers comparable to that 
found among other economic interest groups. 

There are many reasons why it has proved difficult for consumers 
to organize for the effective representation of their point of view. 
Most consumer purchases are made by housewives who have a multi- 
tude of varied, nonspecialized jobs to do. 

And the fact that we all spend some money, as consumers, makes 
the concept of the consumer role, as distinct from a producer role, a 
rather difficult one to grasp. 

And there is an even greater difficulty when it comes to the matter 
of finding leadership and soliciting funds necessary to make the con- 
sumer voice heard on a sustained basis. 

It is, therefore, all the more urgent for the Congress to take the 
initiative and make provision for consumer representation so that 
governmental bodies can have all necessary facts and opinions before 
them when they make economic decisions vitally affecting the con- 
sumer welfare, 

The argument is sometimes made that since most consumers are 
also producers, their full interests as citizens and human beings are 
adequately protected at the present time. 

But this is not the case. 

We have in this country a large number of citizens who are not 
yet producers; their health, welfare, and intellectual development is 
of paramount concern to all of us. We have another group who 
are no longer producers—those living on incomes earned in earlier 
years when prices and salaries were lower. 

Because of inflation the income they derive as past producers does 
not equate nicely with what they must now spend as consumers. We 
have a large mass of salaried and white-collar workers whose income 
traditionally does not keep pace with rising prices. 
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The unorganized workers, who are the poorest paid and most in need 
of adequate representation, form another bloc of American citizeng 
who will benefit. In recent years this group has suffered a worsenj 
relationship between what they earn and what they consume. 

For all these groups, which together represent a majority of our 
population, there is to be found in the Government today no adequate 
voice to represent them in their capacity as consumers. 

What specific functions would the new Department carry out in its 
task of protecting the consumer interest? Its principal task would be 
“to present the viewpoint of consumers of goods and services within 
the United States in the formulation of policies of the Government,” 
This is a large responsibility. Everywhere within our Government 
decisions are constantly being made which have a direct and often 
significant impact upon consumers. 

To say that such policies are usually conceived with little or no 
regard to the consumer interest is not to criticize but merely to state 
an obvious fact. Is it not right and proper that the effect of their 
policies on consumers should be forcibly called to the attention of those 
officials who formulate them? And should not these facts be called 
to their attention before the policies are put into effect—rather than 
after when it might be too late ? 

Department status is provided, to insure that the consumer voice 
will not be controlled by an agency oriented to other interests, and 
also that consumer representatives will have appropriate status when 
making their views known. 

The Department will have the responsibility of presenting the con- 
sumer viewpoint when economic policies are being developed at the 
highest levels of Government. Representatives of the specialized 
producer interest groups are heard directly through their lobbies and 
they also have friends at court in the heads of the producer-oriented 
departments who hold Cabinet rank. 

Why should not the voice of the consumer also be heard before a 
high policy decision is taken which might work incalculable and long- 
lasting injury upon those who spend the family income? 

As part of its principal function the Department would— 
represent the economic interests of consumers of the United States in proceedings 
before courts and regulatory agencies of the United States * * *, 

In my opinion, one of the most serious problems we face today is to 
return the administrative agencies to their statutory function as “arms 
of the Congress.” 

More and more these agencies have assumed the role of umpire 
between contesting groups of producers, and their basic function of 
protecting the public interest has tended to atrophy. 

The regulatory agencies were set up by the Congress under its 
powers to regulate commerce in the public interest. But though many 
of their decisions (as for instance those of ICC affecting railroad 
rates, the Federal Power Commission in setting gas rates, the Federal 
Trade Commission in its decisions with respect to unfair business 
practices) are of direct concern to consumers, they are not regarded 
as a party at interest in these cases. 

Even if they were allowed to appear, under existing circumstances 
they would not be in a position, generally speaking, to prepare and 
present significant data. 
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In actual practice the regulatory agencies are preoccupied with aa 
tling conflicting claims among rival groups of producers. Thus, the 
Interstate Commerce Commission is caught in disputes between rail- 
roads and trucks; the Civil Aeronautics Board between large certifi- 
cated carriers and the smaller airlines; the Federal Communications 
Commission between rival applicants for television and radio licenses ; 
the Federal Power Commission between gas producers and public util- 
ity companies ; the Tariff Commission between companies wanting 
tariff protection and those who do not. One can go on almost in- 
definitely with such a roster of conflicting producer groups fighting to 
make their views prevail with the agency of regulation. 

Is it surprising then that amid this constant tug-of-war between 
contesting private interests there is little room for the consumer to 
be heard 4 . : 

And, unlike these private pressure groups which are well organized, 
highly disciplined in the art of exerting influence, and omnipresent 
when decisions are to be made, consumers are scattered, unorganized, 
and often unaware that decisions are taken of vital import to their 
standard of life. 

It is true that the protection of the consumer interests was one of 
the basic purposes for which the regulatory agencies were established 
by the Congress. But in practice the initiative for action has come 
to be left increasingly to the companies which are being regulated. As 
the late Dr. Walton Hamilton, after a lifetime of study of these 
agencies, put it in his last book : 

The result is that the commission on all its levels becomes busy, in fact over- 
busy, but largely with detailed problems of the moment, problems which have 
been raised by complaining parties. It has adequate legal authority to raise 
questions on its own motion, but amid all the bustle of everyday activity there 
is very little leisure in which to do it. The larger questions of holding the 
regulated industry to its function, of improving its capacity to serve the public, 
of looking to the hazards ahead and guarding against them, and of making of 
it a more effective instrument of the general welfare are neglected. Matters of 
policy get immersed in the quagmire of detail. The agency fails to direct the 
activities of the industry to public objectives, and the industry is left to effect 
for itself such structure and practices as serve its purpose.* 

Under S. 1571 the Department of Consumers would be empowered 
to intervene in matters vitally affecting consumers before these regu- 
latory bodies by presenting information showing the consequences of 
the proposed action upon consumers. 

In no way is it proposed that the power of such regulatory agency 
be reduced or abridged. The purpose is merely to insure that, insofar 
as the consumer interest is concerned, their action shall not be taken 
without some foreknowledge of its effects upon consumers. 

Similarly, in matter involving the judicial branch of government, 
the Department would have the right to certify information to the 
eer official for presentation before the district courts and to secure 

eave to present the consumer point of view before appellate courts. 

In addition to its principal function of representation, the Depart- 
ment would also have certain operating responsibilities resulting from 
the transfer to it of certain units and functions now set up or carried 
on by other departments or agencies. 





*Walton Hamilton, “The Politics of Industry” (1957), p. 155. 
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The bill lists particular units and functions to be transferred, but 
in this matter I wish to emphasize that my views are by no means 
fixed. The point to keep in mind is that transfer should be made in 
those instances where consolidation in a consumer oriented depart. 
ment would lead to more efficient operation, higher morale, and g 
general strengthening of the overall program through the new focus 
and unity of purpose. 

The transfers proposed in the bill include the Food and Drug Ad- 
ministration, the Division of Prices and Cost of Living of the Bureay 
of Labor Statistics, the Institute of Home Economics and Human 
Nutrition, and certain elements of the National Bureau of Standards 
engaged in research with respect to or testing of consumer goods. 

In other cases the Department is authorized to establish cooper. 
ative relationships with existing consumer services for more effective 
coordination of programs and policies. 

In proposing these agency transfers, I do not wish to be critical 
of the work performed by them in the past. It is simply that I 
thing that the gains of their merger under a single roof dedicated to 
a single common objective would heighten their morale and increase 
their usefulness and effectiveness. 

With the type of reorganization I propose, the taxpayers would 
get more for their tax dollar out of the existing consumer-protection 
agencies than is currently the case. 

Provision is also made whereby the Department will serve as a 
central clearinghouse for complaints from consumers who presently 
are baffled by not knowing where to turn for help. 

If the matter involved comes within the jurisdiction of another 
department or agency, then the complaint will be forwarded for its 
attention and appropriate action. If the matter appears to involve 
a violation of law, or of a judicial decision, it is to be transmitted 
promptly to the appropriate officer or agency, together with— 
such evidence and information as the Department may have concerning such 
probable violation— 
and the Department is further charged with the duty of ascertaining— 


the nature and extent of action taken with regard to probable violations so 
reported. 

You are well aware, I am sure, that one of the major problems in 
consumer protection against unfair and improper business practices 
is insuring efiective enforcement of existing law, partly because con- 
sumers do not. know what protection is provided under the law, or how 
to go about availing themselves of it. 

And, as a matter of fact, not of criticism, agencies responsible for 
carrying out public policy for consumer protection are at times 
heavily involved with other responsibilities to which top priorities 
are given. 

A Department established to represent the consumer point of view 
must, of course, have channels opened for two-way communication 
with consumers, consumer groups and consumer agencies—including 
agencies that have been or may be set up in the States. 

Provision is made under the bill for the setting up of advisory 
committees, and particularly the Department is directed to hold an 
annual consumers conference— 
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for the purpose of obtaining information, recommendations, and suggestions 
necessary or desirable for the effective performance of other functions of the 
Department. 

The Department will also provide an information service for con- 
sumers on the lines that the Departments of Agriculture and Com- 
merce have been serving farmers and business, particularly small bus- 
iness, for decades. To this end the Department is authorized to— 
receive, assemble, evaluate, act upon, and disseminate information helpful to 
consumers of the United States in performing their economic function more 
efficiently, including information concerning commercial and trade practices 
adversely affecting their economic interests. 

Congress, itself, would be among the chief beneficiaries of the new 
Department. Time and again, in considering legislation, Congress 
needs an evaluation of its likely effect upon consumers. And after 
the legislation has been passed, it needs to know whether the ends 
sought for in the legislation have been achieved or if further action is 
necessary. At the present time it is hard, and often impossible, for 
the Congress to secure this kind of information. ; 

There is need for an agency which can collect such information, in- 
terpret it with intelligence and skill, and present it with courage and 
honesty to the Congress. 

It is for these reasons that I sincerely hope the bill under considera- 
tion will be enacted into law. 

Senator Humpurey. I want to thank you very much for that splen- 
did statement. I wish to commend Senator Kefauver for his analysis 
of this proposed legislation, to establish a Department of Consumers. 
We are, indeed, indebted to Senator Kefauver for his keen interest 
in these matters. 

Iam particularly impressed with the comments of Walton Hamilton 
in his book entitled “The Politics of Industry.” 

I don’t think you could possibly find one paragraph in any treatise, 
document, or book that would more concisely and succinctly state the 

roblem that confronts the regulatory agency than the words of Mr. 

familton in the paragraph just quoted. 

These regulatory agencies are supposed to protect the public inter- 
est, not just the group interest, not merely the interests of the railroads, 
of the trucks, of the airlines, or the TV stations, or the radio stations, 
even though, when you read about them these days, that is about all 
they seem to be doing. 

It seems to be a case of whether CBS is going to be helped or NBC; 
or the Pennsylvania Railroad or the Santa Fe or the B. & O. or the 
New York Central; or this power company or that power company 
or this gas line company or another. In the meantime, there happen 
to be 180 million Americans that are supposed to be served by the 
regulatory agencies. 

I, of course, recognize that when you act as umpire between contest- 
ing forces, you may very well serve the public interest. I don’t think 
we ought to indicate that a regulatory body that has to spend 
most of its time regulating knockdown, dragout fights between contest- 
ing producer or interest groups does not, In a sense, serve the public 
interest. 

_ But may I say it is by indirection and not by direction. It is by 
implication or inference and not by positive assertion. It has been 
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quite a long time since I have read that somebody was regulating 
rates for the » public. 

I have heard about them regulating rates for the gasline company 
or for the utility company, and I suppose that if you dig deep enough 
in the decisions, you may find that they were inter ‘ested in the public— 
I mean the agency had the interest of the public at heart, but it never 
appears in the press that way. 

I believe Senator Kefauver’s statement has again shown the need 
for reexamining why these regulatory agencies were established, 

I must say that the heart and core of ‘government, as far as I am 
concerned, for the public interest, is in the regulatory agencies. 

In a sense, this 1s the mainspring of what we cail promoting the 
general welfare. because in a private economy which is highly com- 
petitive and should be highly competitive—I believe in the competi- 
tive economy, not in the economy of monopoly or oligarchy—these 
regulatory agencies should be the protectors of the public interest. 

The question is to their practice. I will never forget the time when 
I was holding hearings on rail mail pay, in 1949. ‘That was my first 
eye opener in C ongress. 

There was 1 attorney from the Post Office Department against 45 
from the railroads. That was the actual count. We sat there and 
listened for days, and when the ICC came in and testified, it was 
on the railroad’s side, too. 

Now, I am sure the railroads had a case, but they didn’t have the 
case they thought they had, because a little later on they had to make 
some revisions. Buta man could have lost heart quickly. 

I never had more pressure in my life. And I might say with equal 
candor very little of what I thought was outright robbery every saw 
public print. I have been w aiting ¢ about 10 years to tell that story. 

I saw the public interest ignored by the Interstate Commerce Com- 
mission, the private interest glorified, and, literally, plundering of 
the Public Treasur y given official sanction. 

They were charging full rates for hauling empty cars—as if they 
had mail in them—just helping themselves right into the Publie 
Treasury. 

I think we need a Department of Consumers. I am not at all sure 
that this bill has all the features in it that it ought to have, but I am 
convinced that somebody needs to speak up for the great multitude of 
the American people who are not organized into a consumers interest 
group. 

This has become a Government of pressures, outside pressures, 
working on inside people. It is regrettable. The Congress of the 
United States is supposed to be representative of the people. 

We try to, but I think there was a sentence in Senator Kefauver’s 
statement, to the effect that it is the group that keeps pounding away 
at you, so to speak, that gets recognized. That, as everyone knows, 
is true. 

Long before Senator Kefauver somebody said, “It is the squeaky 
wheel that gets the grease.” That is a little more country-style talk, 
but it is still a fact. 

Senator Javits? 

Senator Javrrs. Senator Humphrey, I have only recently become a 
member of this subcommittee. 
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Senator Humpnurey. You are as welcome as you can be. You area 
member of the full committee and the subcommittee. 

Senator Javits. I am very glad and I knew Senator Humphrey 
would feel that way. 

First, I wish to state to Senator Humphrey and Senator Kefauver 
my thorough agreement with the fundamental views in this legislation. 

T must say I am delighted we have as a member of our committee the 
distinguished Senator ‘who could get us a hearing, being in a position 
to do that. My reason for being interested in this subject, Mr. Chair- 
man, is that for a very long time IT have had a bill in to establish a 
Select Senate Committee on 6 onsumers, analogous to the Small Busi- 
ness Committee, and which I thought was vitally e essential. 

I notice two things about this legislation, sir, which I would appreci- 
ate your enlightening us on as it bears upon the approach that I have. 

First is the fact that I do not see emphasized here the services which 
are made available to the consumer as a help to him as to what to buy 
and when to buy and where to buy, analogous to the services which 
are rendered to farmers. 

It seems to me that the housewife, for example, could be enormously 
helped by some fundamental governmental standardfinder w hich 
farmers have used so very advant: ‘ageously. I would strongly commend 
to you and the drafters of this legislation the analysis of ‘whether that 
would fit in and where it is being done now; whether it might not be 
avery sound idea for enabling the American consumer to. get more 
for that consumer’s dollar. 

I appreciate that this is perhaps a different point of view from 
that which is the traditional liberal point of view of the consumer’s 
appearance before regulatory agencies and the consumer’s fight against 
monopoly, but I do think it is equally important, and I w ould str ongly 
commend it to you. 

The other thing that I would like to suggest to you is that this 
legislation will be sharply challenged upon one point which I notice 
here, and I just wonder whether you need it. 

I notice that one of the functions prescribed for this Department 
is to conduct economic surveys on productive capacities, distribution 
mechanism, product quality, and price levels, to investigate produc- 
tion costs, prices charged for products, s sales volumes, and earnings 
of corporations whose assets exceed $5 million, and I call your atten- 
tion especially to this language: 

And to require annual or special reports from such corporations with respect 
to these matters as provided by section 9. 

This is being done in a very large way by the Bureau of Labor 
Statistics, by the Department of Commerce, by the Federal Trade 
Commission, in appropriate cases by the Department of Justice itself. 
It seems to me that care should be taken that you do not in the legisla- 
tion bring into question the bona fides of all of these agencies that 
have manifold functions r: ather than sticking to the knitting, as it 
were, protecting the consumers’ interests broadly in the way which 
is suggested in my own bill; that is, in the individual decisions help- 
ing the consumer by advice and advisory service in the individual 
decisions which he must make. 

That would be point 2: to consider carefully whether you really 
need that, or rile you can’t get everything you need from others 
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and, thus, avoid the charge that you are meddling in the situation 
and that one Government agency can get all the facts and figures of 
another so that you don’t need this kind of authority and you don‘ 
have to scare businessmen that they are going to have yet another 
agency constantly looking into their face. 

And the third thing is whether or not a Department is really what 
you would want, to explore the manifold techniques which are ayail- 
able in a field of this kind; whether you want a Department, whether 
you want a service in an existing Department, whether you want 
some executive agency in the nature of a commission or a bureau with 
a director, or whether you may not be just as well served by a joint 
committee. 

And, finally, whether you think that you ought to add to the legis. 
lation the idea of a committee, for this uniquely has appealed to me 
as a function of the Congress which has been very much neglected, and 
which we can do very quickly without all of the opposition and all of 
the struggle which goes into creating a Department of the Govern- 
ment. 

Mr. Chairman, those are the thoughts which I came to give because I 
hope they will be helpful, and I am certainly very interested and 
congratulate the chairman on bringing into being this hearing and 
giving form to inchoate ideas. 

Senator Humpurey. Senator Javits, I believe it would be well for 
the purpose of this hearing to have your resolution, Senate Resolu- 
tion 109, introduced April 27, 1959, made a part of the record at the 
conclusion of this testimony. 

Mr. Scull advises me this resolution is not before the Government 
Operations Committee. It is in the Banking and Currency Com- 
mittee. 

Senator Javirs. It is, but, Mr. Chairman, it seems to me, if you are 

oing to take an interest in this field, obviously nothing can be done 
in this session; I think, either by drafting a bill or by agreement with 
the committee chairman, we might do that. 

Senator Humpurey. That is what I indicated to Mr. Scull, because 
I believe the legislative jurisdiction is somewhat indefinite here and 
I would hope that we might consider your resolution—the select com- 
mittee approach—right along with this legislation. 

Dr. Blair, I think you would agree that we would have to have a 
committee in the Congress that would be working with this Depart- 
ment ¢ 


STATEMENT OF DR. JOHN M. BLAIR, CHIEF ECONOMIST, SUBCOM- 
MITTEE ON ANTITRUST AND MONOPOLY, COMMITTEE ON THE 
JUDICIARY 


Mr. Buar. Mr. Chairman and Senator Javits, I shall merely try 
to reflect, as best I can, as a staff member of a congressional commit- 
tee, what the thinking on these matters is of Senator Kefauver, having 
worked with him in the preparation of this bill and in the considera- 
tion of the various issues which it raises, some of which have been 
touched on by Senator Javits here. In trying to reflect Senator 
Kefauver’s thinking, I may not be coniaecaly accurate in doing s0. 


Senator Humpurey. We would also appreciate your expert counsel 
on this matter. 
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First of all, I think you know we have a high regard for your views. 
You have had long experience in the Federal Trade Commission and 
now with the Judiciary Committee and Senator Kefauver’s Anti- 
monopoly Committee. We consider you to be a valuable public servant, 
Doctor, so proceed. 

Give both what you think Senator Kefauver’s views are and your 
own. 

Mr. Buarr. I think they fairly well coincide in this area, Senator. 

First, to answer your question, it would certainly be of great aid 
to any such agency as this if there were created some committee or 
subcommittee of Congress that, you might say, had some sort of 
watchdog jurisdictional interest in the operations of the agency. 
Whether or not that continuing interest could best be exercised by a 
full committee, that is, a new committee, to be established such as sug- 
gested in Senator Javits’ resolution or by a subcommittee of an exist- 
ing committee is a matter open to debate. 

i can see arguments on both sides. 

Certainly, a committee that had as its primary interest the prob- 
lems of the consumer could be expected to devote a greater portion 
of its time, energy, and resources to the operations of the agency and 
to consumer matters in general than a subcommittee of some general 
committee which had many other items of concern. 

Senator Humpurey. Might I interrupt there? With your expe- 
rience you know that we do have the select committee approach to 
problems which, of course, has no legislative authority. The select 
committee has investigatory authority; hearing authority; authority 
to make recommendations, conclusions, and findings; but all of those 
must be made to the Congress or to the appropriate legislative com- 
mittees of the Congress. 

Take, for example, the Select Committee on Small Business. It 
cannot process legislation, but it can surely prepare the way and 
then send it to Finance or to Interstate and Foreign Commerce or to 
Banking and Currency where there is the Subcommittee on Small 
Business at the Banking and Currency Committee level. 

I don’t believe there is any conflict here. I would feel, just ex- 
pressing my own thoughts, and all of this is subject to revision with 
further inquiry and study, that we would need a legislative approach 
which might be divided among several committees. 

The purpose of a select committee would be to function as sort of 
a general gathering agency to filter out material and to provide a 
sounding board, a hearing mechanism, so to speak, so that the interests 
of the consumer would be heard. Consumer interests cover a tremen- 
dous field. 

After all, even the producers, you know, are consumers. You may 
very well find a large steel company, for example, that is a tremendous 
producer, but it becomes a consumer, too, a consumer of services and 
of goods produced by other producers. So its interests would have to 
be represented, in a sense. 

Mr. Buarr. Mr. Chairman and Senators, I would like in that. con- 
nection to recall a bit of history which, I think, bears out the point 
you have just made, Mr. Chairman. 

In 1940, I was working as a staff economist for the Temporary 
National Economic Committee. Among other things, the TNEC 
was greatly concerned with the problems of small business. While 
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no specific legislation resulted directly from the hearings of the T T'NEC, 
owing to the 3 intervention of World War II, the interest in the general 
problem created by the TNEC was one of the important factors 
leading to the creation during the war of the Smaller War Plants 
Corporation, an agency whose concern it was to try to help small bugj- 
ness participate in the war effort. It was headed by Colonel Johnson 
and then by former Congressman Maury Maverick. 

At the same time, there was established a Senate Small Business 
Committee. The relationship between the Senate Small Business 
Committee and the Smaller War Plants Corporation during that 
period was very close and effective. That same type of relationship 
could, as you suggest, be carried out with respect to consumer prob- 
lems. 

Of course, the Smaller War Plants Corporation passed out of 
existence, but then there was established the Small Business Adminis- 
tration; so that today you have the interests of small business rep- 
resented by both a Government agency and a select committee of 
C ongress with power to investigate. 

It is my personal opinion th: it without the existence of the con- 
gressional committee and the agency, the plight of small business 
would be considerably worse today than it actually is. 

The two institutions, the committee and the governmental agency, 
working more or less toward the same objectives within their respec- 
tive branches of government, have played an important role in prevent- 
ing or amelior¢ ating | trends and developments which would have further 
weakened the position of small business in the economy. 

Senator Humpnurey. We thank you very much, Dr. Blair. 

Gentlemen, I am going to have to cz all upon other witnesses now. 
We have you with us a good deal of the time, and we can have you 
back for guidance and counsel. I would like for you to express to 
Senator Kefauver our thanks for his statement. 

Mr. Barracuia. Thank you, Mr. Chairman. 

Senator Humrurey. I wish him well. 

Mr. Barracuia. I am sure he will be delighted at the warm reception 
the bill has received from the subcommittee. 

Senator Humpurey. Thank you. 

(The resolution referred to previously follows :) 


[S. Res. 109, 86th Cong., 1st sess. ] 
RESOLUTION 


Resolved, That (a) there is hereby established a select committee on the Senate 
to be known as the Select Committee on Consumers (referred to hereinafter as 
the “committee”’) consisting of seventeen Members of the Senate, of whom 
eleven shall be members of the majority party and six shall be members of the 
minority party. Members and the chairman thereof shall be selected as soon 
as may be practicable after the date of adoption of this resolution, and at the 
beginning of each Congress commencing thereafter, in the same manner as 
members and chairmen of standing committees of the Senate are selected. 
Vacancies in the membership of the committee shall not affect the authority of 
the remaining members to execute the functions of the committee, and shall be 
filled in the same manner as original appointments thereto are made. 

(b) The committee shall adopt rules of procedure not inconsistent with the 
rules of the Senate governing standing committees of the Senate, and from 
time to time may establish such subcommittees thereof as it may determine to 
be required for the performance of its duties. A majority of the members of 
the committee, or any subcommittee thereof, shall constitute a quorum thereof 
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for the transaction of business, except that such committee or subcommittee may 
fix a lesser number hereof as a quorum for the purpose of taking sworn testimony. 

(c) No legislative measure shall be referred to the committee, and it shall 
have no authority to report any such measure to the Senate. : 

Sec. 2. (a) It shall be the duty of the committee to conduct a continuing 
comprehensive study and investigation with respect to— 

(1) the nature and extent of economic problems of consumers within the 
United States ; 

(2) the extent to which authority heretofore conferred by law upon 
executive, administrative, and regulatory agencies of the United States 
provides effective means for the solution of consumers’ problems ; and 

(3) the nature of any additional legislative or other measures necessary 
or desirable for the solution of such problems. 

(b) The committee shall report to the Senate from time to time the results of 
its studies and investigations, together with its recommendaions for any addi- 
jonal legislative or other measures which it may determine to be necessary or 
desirable for the solution of economic problems of consumers. 

Sec. 3. (a) The committee, or any duly authorized subcommittee thereof, is 
authorized to (1) hold such hearings; (2) sit and act at such times and places 
during the sessions, recesses, and adjournment periods of the Senate; (3) re- 
quire, by subpena or otherwise, the attendance of such witnesses and the produc- 
tion of such correspondence, books, papers, and documents; (4) administer such 
oaths; (5) take such testimony either orally or by deposition; and (6) employ 
and fix the compensation of such technical, clerical, and other assistants and con- 
sultants as it deems advisable, except that the compensation so fixed shall not 
exceed the compensation prescribed under the Classification Act of 1949, as 
amended, for comparable duties. 

(b) With the prior consent of the executive department or agency concerned 
and the Committee on Rules and Administration, the committee, or any duly 
authorized subcommittee thereof, may utilize the services, information, and 
facilities of any such department or agency, and may employ on a reimbursable 
basis the services of such personnel of any such department or agency, as it 
deems advisable. With the consent of any other committee of the Senate, or 
any subcommittee thereof, the committee may utilize the facilities and the serv- 
ices of the staff of such other committee or subcommittee whenever the chair- 
man of the committee determines that such action is necessary and appropriate. 

Sec. 4. Until an appropriation is made for the payment of the expenses of the 
committee, such expenses, in an amount not to exceed $ , may be paid from 
the contingent fund of the Senate upon vouchers approved by the chairman of 
the committee. 


Senator Humrnrey. I want to say that Senator Keating a cospon- 
sor of S. 1571, is unable to be here. He has, however, submitted a 
statement which I will place in the record at this point. 

(The statement referred to follows :) 


STATEMENT OF HON. KENNETH B. KEATING, A U.S. SENATOR 
FROM THE STATE OF NEW YORK 


Mr. Chairman and members of the committee, I appreciate having 
this opportunity to testify on behalf of S. 1571, which would estab- 
lish a Cabinet-level Department of Consumers. It is my privilege to 
be a cosponsor of this proposal, which I regard as an historic milestone 
in what must be a concerted national effort to protect the interests of 


the American consuming public. 


For some time I have been concerned about the imbalance existing 
within our governmental structure which has derived the vast num- 
ber of consumers of an effective voice in the formulation of general 
economic policies. All too often, this inarticulate but important bloc 
in our population has been victimized by better organized, more vocif- 
erous groups. 
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A primary purpose of this bill is to rectify this inequity by provid. 
ing effective representation of the consumer point of view in the hi gh- 
est councils of the Federal Government. It seeks to place cobieaean 
on the same level as American farmers, businessmen, and workers, Its 
aim is thus to amplify the voice of the consumer w vithin the Federal 
Government. 

In the past half century, due to a number of complex factors— 
notably the increasing industrialization and specialization of our go- 
ciety—we have witnessed in America a gradual shift of economic 
power away from the consumer. At one time, it will be recalled, the 
consumer was essentially the final arbiter in market decisions. 

The development of large organized business and organized labor 
into articulate and coordinated groups has tended to diminish the im- 
pact of changes in consumer detail in pricing policies and produe- 
tion output. As recently as the economic downturn of 1957-58, we had 
the paradox, in terms of classical economic theory, of heavy inv entory 
backlogs and productive overcapacity, particular ly in the durable 
goods sector, accompanied by steadily rising prices. Although con- 
sumers had revised their purchasing decisions, the falloff in their de- 
mand did not result in a downward adjustment of prices. This ap- 
parent phenomenon, which can become an increasingly important 
economic fact of life in the United States, poses a serious threat to the 
consumer in his battle against inflation. 

The frustration and helplessness of the consumer under present eco- 
nomic conditions has been clearly demonstrated in a number of recent 
wage negotiations and resultant price increases in various industries, 
As in the case of the chicken and the egg, it is hard to tell which came 
first, the wage boost or the price rise. But the unfortunate fact of the 
matter is that all too often during such negotiations the consumer has 
been shunted to the sidelines and ignored, and the impact of pricing 
and labor costs on his future purchasing decisions have apparently 
been given little consideration. 

Thus, a result of the nature of our present highly industrialized 
society has been that the consumer must often sit by helplessly while 
other segments of the economy divide up the ever-increasing national 
economic pie. 

Other events in recent months have spotlighted other areas where 
the interests of the consuming public are not being properly protected. 
We have been surfeited lately by newspaper stories dramatically dis- 
closing scandals and frauds perpetrated on the American consumer. 
Ww e have read of rigged television quizzes, widespread acceptance of 

“payola,” false and misleading advertising, evidence of short weight- 
ing in food packaging, the presence of unhealthy substances in foods, 
and soon. These events clearly reveal that the consumer each day be- 
comes more and more open to victimization by producers and middle- 
men. They also indicate that we must mount a coordinated and much 
more effective national effort to safeguard the consumer against these 
practices. 

Many people fee] that present consumer protective agencies, both on 
the national and local level, are too limited in their scope and too in- 
effectual to guarantee the consumer a fair deal. I am inclined to sup- 
port this view, and that is one reason why I am a cosponsor of S. 1571. 
But at the same time, we must not for a moment overlook the tremen- 
dous work which is being done by the Federal Trade Commission, the 
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Food and Drug Administration and other Federal and State agencies 
in this field. ar 

The question is simply whether these activities are enough and 
whether they would be more effective if they were centralized under 
one roof. It is my view that drawing all these safeguarding agencies 
together into one coordinated whole would more effectively insure jus- 
tice and fair play for the consumer in the future. 5. 1571 represents 
the vehicle to achieve this goal. 

Parenthetically, I am proud to say that New York State, under the 
able leadership of Gov. Nelson A. Rockefeller and Attorney General 
Louis J. Lefkowitz, is taking dynamic and effective steps to safeguard 
consumers against fraud and other illegal and unfair practices. A 
consumer fraud protection office has been set up under the Attorney 
General’s office and is already operating well. The office handles com- 

laints from consumers, analyzes them, and if evidence is found of 
fraud, initiates proceedings to rectify or cure the fraud. 

This is typical of the progressive and vigorous administration which 
now guides the destinies of New York State, and the success and ac- 
claim this program has been accorded augurs well for its future ef- 
fectiveness. In this connection, I am delighted this committee will 
be given an opportunity to benefit from the experience and expertise 
of Attorney General Lefkowitz, in the form of the statement he has 
prepared on the pending bill. 

However, State efforts to protect consumers, laudable as they may 
be, cannot provide all the answers, simply because such efforts must 
halt at State boundaries. The very nature of business activity today 
inevitably involves commerce across State lines, thus often thwarting 
State-by-State protective programs. 

With this problem in mind, I recently introduced a bill, S. 3530, to 
authorize the Attorney General to maintain a national clearing house 
of information on fraudulent and other unethical business practices. 
The Justice Department would receive this data from all the States 
and would make it available to interested State and local officials all 
over the country. The purpose of the bill is to make it easier for 
these authorities to keep tabs on business racketeers, and to make it 
as difficult as possible for such unscrupulous promoters to set up fly- 
by-night operations in locality after locality throughout the country. 

This measure was an outgrowth of recommendations made by At- 
torney General Lefkowitz of my State, to whose dedicated pioneering 
in this field I have already referred. It is my hope that action will 
be forthcoming before long on this national clearinghouse idea, and, 
eventually, I would conceive that such records would be housed 
in the new Department of Consumers, as outlined in section 7 of the 
bill now before the subcommittee. 

There are, of course, many reasons for the relative weakness of 
consumer influence today. Consumers have had little success in act- 
ing together to protect their own interests on a continuing basis, 
although my hat is certainly off to the many fine organizations which 
are striving for progress in this field. In a time of emergency, such 
as the period of postwar shortages, concerted action can be achieved. 
But once the emergency has passed, interest and action tend to de- 
crease. I feel this stems from the divergent makeup of the consumer 





1See statement, p. 137. 
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group. As consumers we all tend to operate independently, feeling 
little identification with our fellow consumers; whereas in our roles 
as farmers, manufacturers, distributors, and employees experience has 
taught us that group action is essential to achieve desired economic 
and political objectives. It is harder for fellow consumers to arrive 
at a common interest beyond trying to get the greatest satisfaction 
from the money spent. Massive and sustained resistance to price 
increases is well-nigh impossible. 

Yet, in order to attain adequate protection from the ravages of 
inflation and from fraudulent business practices, the consumer must 
have effective representation in the legislative and administrative 
halls of Government and in the private councils where important 
economic policy is formulated. 

The establishment of a Department of Consumers recognizes this 
economic fact of life and is at least partially motivated by an under- 
standing of the difficulty of organizing consumers into any kind of an 
effective organization to work for their own interest. S. 1571 assigns 
to the Department of Consumers a primary function of representing 
the consumer’s viewpoint in the determination of Government policies 
at the highest level of the executive branch. Some proposals have 
recommended that a consumer adviser to the Chief Executive be ap- 
pointed to represent the consumer point of view. However, the spon- 
sors of S. 1571 feel that it is vitally important that the consumers 
be given a spokesman on the same political level as the Departments 
of Commerce, Labor, Agriculture, and others. 

I do have reservations about certain specific provisions of S. 1571. 
For example, an important function of the Department of Consumers, 
as outlined in the bill, would be to represent the interests of American 
consumers in proceedings before the courts and independent regula- 
tory agencies. Offhand, this would appear to be a most laudable pro- 
vision, insuring that the consumer’s voice would be heard and heeded 
when decisions affecting his interests are made. Such representation 
could be of particular importance in hearings on rate and tariff 
increases. 

However, this proposal must be studied with great care to insure 
that such intervention in court proceedings, for instance, would not 
undercut the authority of the Department of Justice as the chief law 
enforcement branch of the Federal Government. I am sure the com- 
mittee will hear much testimony on this aspect of the bill from affected 
Federal departments and agencies, and I trust the points raised will 
be given full and complete scrutiny before a bill is reported out. 

I do want to emphasize at this point, however, my concern about 
the manner in which some of our regulatory agencies are today carry- 
ing out their functions. Initially, we must recall, it was thought that 
these agencies, since they were charged with the protection of the 
public interest, would be constantly concerned with the consumer 
viewpoint in their deliberations. For a number of complex reasons, 
however, this has not always proved so, and over the years many Fed- 
eral agencies have in effect become more like referees between contest- 
ing producing groups than protectors of consumer interests. 

In all fairness I ought to say that recent efforts by the Federal 
Trade Commission, the Food and Drug Administration, and others to 
safeguard consumers deserve widespread support and applause, and 
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indicate that the pendulum may well be swinging back more in bal- 
ance in favor of consumers. It is my hope that this trend will con- 
tinue with even greater vigor in the future. 

In order to keep abreast of changing consumer opinion and of the 
activities of related State organizations, the Department of Consum- 
ers would sponsor an annual national consumers conference. In be- 
tween, it would serve as a clearinghouse for consumer complaints, 
along the lines of S. 3530, which I described earlier. The Depart- 
ment itself would either undertake corrective action or forward the 
complaints to the appropriate agency for action. This could help 
clear channels of communication between victimized consumers and 
their means of relief. At present the baffled consumer hardly knows 
where to turn or how to proceed in the maze of governmental agencies. 

The Department would also have the responsibility for making eco- 
nomic studies in areas affecting consumer interests. To enable the 
Department to gather the broadest information, it would be granted 
the same general fact-gathering powers vested by Congress in the 
Federal Trade Commission. 

To the end of producing more effective consumer protection services 
within the Federal Government, S. 1571 calls for the transfer of the 
following agencies or divisions to the Department of Consumers: the 
Food and Drug Administration, the Division of Prices and Cost of 
Living of the Bureau of Labor Statistics, the Institute of Home 
Economics and Human Nutrition, and certain elements from within 
the Bureau of Standards engaged in research on consumer goods. I 
think consideration should also be given by this committee to trans- 
ferring some of the work of the Federal Trade Commission to the 
new Department. 

Presently, the activities of the Federal Government aimed at pro- 
tecting consumers are so scattered that they lack the necessary co- 
ordination. The transfer proposed in S. 1571 should increase the 
efficiency of these various agencies, bring about a reduction in costs 
by eliminating unnecessary duplication of effort, and insure that 
Government policies pay attention to the economic interests of 
consumers. 

Mr. Chairman, I wish to stress in closing that this measure does 
not in any way jeopardize our cherished American free enterprise 
system. The Department of Consumers would not be granted au- 
thority to control wages or prices in its efforts to protect consumers 
against inflationary pressures and fraudulent practices. It would 
not be granted wider regulatory powers than are now authorized 
for agencies which would be transferred under its jurisdiction. 

This bill simply takes cognizance of the changes that have taken 
place within our economy and of the crying need for the enunciation 
of the consumer point of view in the formulation of general economic 
policies. Our consumers have too long been the victims of economic 
factors beyond their control. It is high time we give them a strong 
voice in the highest councils of government. I therefore commend 
this bill to the committee’s attention and hope it will be favorably 
acted upon. 

Senator Humpnrey. Our next witness is Mr. Earl W. Kintner, 
Chairman, Federal Trade Commission. Do you wish to identify 
your associates ? 
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Mr. Kintrner. Yes, sir. I am accompanied here by Mr. P. B. More. 
house, the Acting Counsel; Mr. Alvin Berman, Assistant Counsel for 
Legislation, and Mr. Edwin S. Rockefeller, my assistant. 

Senator Humpurey. You may proceed, Mr. Kintner. 


STATEMENT OF EARL W. KINTNER, CHAIRMAN, FEDERAL TRADE 
COMMISSION ; ACCOMPANIED BY P. B. MOREHOUSE, ACTING GEN. 
ERAL COUNSEL; ALVIN L. BERMAN, ASSISTANT GENERAL COUN. 
SEL FOR LEGISLATION ; AND EDWIN S. ROCKEFELLER, ASSISTANT 
TO THE CHAIRMAN 


Mr. Krntner. I should like to say preliminarily, Senator, that the 
Federal Trade Commission, in all it does, must necessarily find that 
its actions are in the public interest and our complaints that we 
issue are prefaced by the statement that they are in the public interest, 

Thus, I think we do protect the whole public, which consists of 
all the consumers, all of us—you and I and everyone else in this 
Nation. 

Senator Humpnurey. I might add, I agree with you that the defi- 
nition of “consumer” needs a little time. 

Mr. Krntner. Yes, sir. 

Senator Humrnrey. Everybody isa consumer. Producers are con- 
sumers as well. My point a while ago was that while there is un- 
doubtedly an indirect effect on the consumer by the activity of the 
Federal Trade Commission—and I am sure there is—for example, 
false and misleading activities have a direct bearing on the public 
interest—there are times where you are refereeing the battle between 
two contesting forces that the public interest is rescued, spared so to 
speak, from being clawed to death. But the immediate consumer is 
not always the primary, central figure in the act. 

Mr. Kintwner. Yes, sir. Our basic statute of 1914, the Federal 
Trade Commission Act was designed to prevent unfair methods of 
competition; and in 1938, as you well know, the amendment added 
deceptive acts and practices to the listing, which directly affected con- 
sumers and all others in the public, so that practices would be elimi- 
nated and eradicated, not only because they were dishonest, unfair, 
and deceptive business practices, but also as practices which affected 
the consumer. Additional legislation in the labeling field has not 
only had a thrust toward protection of honest businessmen, but pro- 
tection of the consumer. 

The Wool Products Labeling Act, the Fur Labeling Act, the Flam- 
mable Fabrics Act, and this past year the Fiber Products Identifica- 
tion Act, all are designed to protect both the consumer and the honest 
businessman. 

I might say that it has been a matter of some concern to me, as 
Chairman of the Commission, that we have liaison with public in- 
terest groups, including consumer groups, in connection with our 
work. To this end, last December 21 and 22, we held a public con- 
ference on public deception, at which were represented many public 
interest. groups, editors in the consumer field, the labor unions, the 
better business bureaus, and many others. 

There we discussed the problems of deception in the marketplace. 
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This conference was designed to appeal to these groups, to educate 
the people of the country concerning the work of the Federal Trade 
Commission. 

I have repeatedly said during the past year that I think it is im- 

ortant that we not only educate businessmen as to what we do, 
why we do it and our policies, and encourage their cooperation in 
voluntarily complying with the law, but that the public should under- 
stand what we do and why we do it. 

It is my belief that an alert, educated public is the best guard 
against chicanery and dishonesty in the American marketplace. 

So that we have indeed been paying much more attention to this, 
and there is an open channel of communication between our staff 
and all of these groups who wish to be represented and to have their 

ints of view expressed to our staff. 

I feel quite deeply that the greatest service that these consumer 
organizations and other public interest organizations can play is in 
the field of educating the public concerning these practices which 
are so deleterious to the honest merchant who is in the great majority 
in this economy, and to the great mass of the public, the consumers. 

With that preface, I would like to read the brief report we have 
submitted here, dated June 10, 1960. 

This is in response to your request for comment upon S. 1571, 86th 
Congress, Ist session, a bill to establish a Department of Consumers 
in order to secure within the Federal Government effective represen- 
tation of the economic interests of consumers, and for other purposes. 

The proposal to establish a new Department of Consumers as an 
executive department of Cabinet rank in order to provide representa- 
tion of consumer interests in the formulation of Government policies 
is a matter for the judgment of the Congress upon which this agency 
offers no comment. 

Some of the specific duties and authorities proposed to be conferred 
upon the new Department, however, would complicate, duplicate, and 
interfere with the work of this Commission. This report, therefore, 
will comment upon S. 1571 primarily with respect to its effect upon 
the Federal Trade Commission. 

Section 6(a) would authorize the Department of Consumers, as a 
matter of right, to intervene as a party representing the public in- 
terest of consumers in any matter or proceeding pending before the 
Commission which does not involve the adjudication of an alleged 
violation of law or regulation. 

Broadly construed, this section would impose a degree of formal- 
ity upon such matters as investigations and administrative consid- 
erations which could only be disruptive and causative of delay. The 
Commission always welcomes the receipt of evidence and expressions 
of opinions on all such matters, but objects to the proposed formal 
intervention as a party of the Department of Consumers. 

Section 6(b) would authorize the Department of Consumers, in an 
adjudicative matter before the Commission or in a district court 
where the Commission is a party or represented by the Attorney Gen- 
eral, to certify evidence ot information to the officer or employee in 
charge of prosecuting the case. As previously stated, the Commis- 
sion welcomes the receipt of evidence and information from all sources 
and interposes no objection to this section. 


58866—60——4 
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Section 6(¢) applies to proceedings before appellate courts involy- 
ing review of agency orders or determinations relating to trade or 
commerce or review of orders entered in district courts in civil actions 
involving trade or commerce. In such cases, the Dep: urtment of 
Consumers could intervene to represent the economic interests of 
consumers. In cases in which a regulatory agency is a party, consent 
for such intervention would have | to be secured from the Attorney 
General. The Commission is opposed to the provisions of this 
section. 

The Federal Trade Commission represents the public interest in ap- 
pellate cases involving the review of Commission orders. Its orders 
constitute an application to partcular situations of the statutes which 
it administers. The principle underlying many of the Commission’s 
actions is to prevent monopolization or injury to competition and thus 
indirectly to protect the economic interests of consumers. The Com- 
mission believes that it would be inappropriate for another Govern- 
ment agency to present evidence and argument to a court on appeal 
which may not be addressed to an element of the offense defined by 
statute and which may, in a particular instance, be inconsistent with 
the long-range principles underlying the antitrust laws as well as the 
theor ies under which the case is being tried. 

Section 7 of the bill would make it the duty of the Department of 
Consumers to receive consumer complaints of detrimental commercial 
or trade practices and to attempt, in the first instance, to secure relief 
for the complainants from such practices. Only in instances where 
relief could not be effected by the Department of Consumers, would 
the « ‘omplaints be forwarded to other agencies such as this Commission. 
The Commission believes that this section is inconsistent with adequate 
enforcement of the laws which the Commission administers. 

As the agency directed by statute to receive consumer complaints, 
such complaints would tend to be directed to the Department of Con- 
sumers rather than to the Commission which is responsible for the 
enforcement of the laws involved. This would serve to delay Com- 
mission action in matters which ultimately might be referred to it by 
the Department. 

The Department of Consumers would be required to pursue all com- 
plaints informally to the point of securing relief for the complainants. 
If this could be accomplished, the matters would end and would not be 
referred to the Commission. The Commission acts in the public in- 
terest and not on behalf of any particular complainant. Such respon- 
sibility requires the Commission constantly to evaluate the propriety 
of ac cepting informal agreements to discontinue unlawful a actices as 
against the issuance of formal complaints. Section 7 of the bill would 
result in the Department of Consumers superimposing its interpreta- 
tion of the law in advance of any Commission consideration, and the 
closing of all matters where particular, complainants can be satisfied. 
All that would be left to the Commission would be the institution of 
formal proceedings in instances where the Department of Consumers 
could not effect informal settlements. 

In the interest of economy, consistency of statutory interpretation, 
equality of treatment, and effective protection of the public interest, 
the agency which enforces the law in formal procedure should be the 
agency which negotiates informal settlements and handles the cases 
throughout. 


ly 
a 


s 


ESTABLISH A DEPARTMENT OF CONSUMERS 47 


Section 9 of the bill would authorize the new Department to make 
broad economic surveys and would thus, to a substantial extent, con- 
stitute a duplication of the present authority of the Federal Trade 
Commission. The Commission, through its Bureau of Economics, 
makes such economic invest igations as the Commission deems it. appro- 
priate in the public interest to conduct, or as directed by concurrent 
resolution of the Houses of Congress. In this connection your atten- 
tion is invited to a copy of staff report attached to the Federal Trade 
Commission entitled “Economic Inquiry Into Food Marketing, Part I, 
Concentration and Integration in Retailing” submitted to the Con- 

ress on January 15, 1960.* 

Section 9(b).(3) of the bill is noted as an example of the duplication 
referred to above in that it would delegate to the Department of 
Consumers the authority to investigate trade conditions in and with 
foreign countries affecting the foreign trade and commerce of the 
United States, an area of investigation and inquiry that is already 
entrusted to the Federal Trade Commission under section 6(h) of 
the Federal Trade Commission Act, and with respect to which the 
Commission can take particular corrective action under section 4 of 
the Webb-Pomerene Act. 

Section 10(b) of the bill would require this Commission to make its 
services, personnel, and facilities available “to the greatest practicable 
extent” to the Department and to furnish all information, suggestions, 
estimates, and statistics as that Department may require. This could 
result in the Commission expending a major portion of its resources 
for the Department of Consumers rather than for purposes the Com- 
mission might deem to be in the public interest in the administration 
of the laws entrusted to it. 

On the basis of all of the foregoing considerations, the Commission 
does not favor enactment of S. 1571. 

In view of time limitations, this report is being submitted without 
prior clearance by the Bureau of the Budget. 

Senator Humpnrey. Mr. Kintner, you heard the comments of Sen- 
ator Javits relating to some parts of your testimony, namely, that 
the bill for the establishment of a Department of Consumers, with 
its present provisions, would run into some duplication or conflict 
on the basis of economic studies of existing agencies of Government, 
and you commented upon that. 

Mr. Krnrner. Yes, sir. I found myself in agreement with nearly 
all of these comments that the Senator made. I think they were wisely 
made. 

Senator Humpnrey. But the point was well made here by the wit- 
ness that preceded you that you are so busy just taking care of the 
complaints that come in, you really don’t have any time to be looking 
ahead to see what is developing. 

Take, for example, the food industry report. The last food industry 
report was made in 1934 by direction of Congress. That is a long time. 
An awful lot of grocery stores have found their way to the economic 
cemetery in that period of time. 

Then, finally, it came around to where the Congress again had to 
ask the Federal Trade Commission to proceed. This is without being 


2 Retained in the files of the subcommittee. 
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critical, sir, except critical in this sense: That the Federal Trade 
Commission, if it is to represent the consumer’s interests, it has to 
come here before the Congress insisting upon, to the best of your 
oo the means, the tools, the resources, the appropriations to do 
the job. 

I have looked at the budget requests of the Federal Trade Commis- 
sion, and while the requests may by some people be judged to be rather 
heavy, I don’t think they even come close to what is really needed. 
Most of the time your budget requests are based upon the pending 
cases of litigation, and the required investigations of those cases. 

Mr. Kintner. We do expend at the present time about 20 percent 
of our budget in legal work involving the food industry. 

Senator Humpurey. That is just lately, the last 2 years? 

Mr. Kintner. The last 2 years, I think that is correct. We, I think, 
have fared fairly well in persuading the Bureau of the Budget and 
the Congress to give us more money in recent years. We have had 
a modest increase this year, not as much as we had hoped to have, but 
we will undoubtedly come back to the Congress, if the number of 
complaints that. we receive not only from businessmen, but from mem- 
bers of the public generally, continue to increase as they have in re- 
cent months. 

Our complaints have increased from the rate of about 4,000 a year to 
6,000 a year, and this since the House Appropriations Committee held 
hearings on our budget requests. I think that the solution, if our 
work continues to increase, must be a request to the Congress for 
modest increases in our staff as we need them. 

Of course, we must effect economies and cut redtape. We are try- 
ing to do that as sincerely as we can, so that we can make better and 
more efficient use of the staff that we have. 

But our work is increasing, and as Congress has given us more and 
more assignments, particularly in this labeling field, we have found 
that our resources have been stretched rather thin. 

But I think we are doing a very good job with the resources we 
have; that we will issue more complaints this year in both the field of 
deceptive practices and antimonopoly than we have issued in any year 
in our 46-year history. 

And with all that, we have had going an educational program 
beamed at the businessmen and beamed at the public. We have 
stepped up our informal work, which is a great and important part 
of our work at the Federal Trade Commission, our guides in advertis- 
ing, our guides in the Robinson-Patman Act. 

In all of this, I think, it is most essential to note that we are trying 
not only to step up our enforcement work on a formal basis, but to 
~_ up our informal enforcement work. 

think we are getting results. I believe that we can do much 
more, but to do much more and do it effectively along the same lines 
will undoubtedly require some increases in our staff. 

Senator Humpnurey. Senator Javits? 

Senator Javits. I just wondered if the Senator would yield for one 
question. 

Do you consider yourself, the Federal Trade Commission, to be a 
Department of Consumers ? 

Mr. Kintner. No, sir; we believe that we represent all the public. 
We were designed in the first instance to eliminate unfair methods of 
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competition in the marketplace, but the Congress had added to our 
authority legislation which is beamed not only at the elimination of 
dishonest business practices, but at the protection of the public gen- 
erally, including consumers. 

So I think that while our primary purpose may be the protection 
of the honest businessman, certainly, we have an ancillary assign- 
ment of protecting the public generally and consumers. 

Senator Humenrey. The work of the Commission lately in false 
and misleading advertising is encouraging, I agree. I am not one of 
your detractors; I am sure you know that. 

Mr. Kintner. I am well aware of that, Senator. 

Senator Humpnrey. My comments today are directed toward just 
a little further elucidation of what has been going on, or some fur- 
ther observations. 

One of the committees in the other body headed by a Congressman 
from my State, Congressman Blatnik, did a good deal of work in 
the field of false and misleading adver tising. 

In other words, the Congress took the initiative. You also have 
that responsibility. Ifac omplaint comes in, you get after it. 

What I am getting at, Mr. Kintner—and I am again not being 
critical in light of the staff which you have and the responsibilities 
that fall upon the Commission—but what I am getting at is: It seems 
to me that a regulatory body that has the responsibilities that you 
have, your Commission should, in a sense, be surveying the economic 
landscape. 

Just think of the thousands and millions of dollars that have been 
fleeced from the people out of false and misleading advertising, and 
which, by the way, is an unfair trade practice. 

It isn’t only the general public that false and misleading advertis- 
ing affects—it takes its toll on the competitor. 

Mr. Kinrner. Senator, I think, at least during the past year and to 
a certain extent in previous years, we have been doing just what you 
have in mind. 

It is true that the Blatnik committee spotlighted relatively narrow 
areas of advertising in which there were abuses. This can be done, 
if you picked out any area of advertising. 

I think the solution is to attempt to raise the whole level of Ameri- 
can advertising, and this I have been trying to do. I have gone about 
this country making about 150 public speeches before all types of 
groups, many adverti ising groups, toner business bureaus, and so forth, 
with just that objective in mind. 

I think that I have secured the active support of the leaders of 
advertising at all levels, the newspapers and the other media, the 
broadcasters, in this ¢ campaign to raise the level of advertising which 
will not only benefit the business people of America, but benefit the 
consumers, the public. 

In that connection, we have attempted to give attention to all areas 
of advertising. We have appealed to the national advertisers to set 
their house in order. We have increased our monitoring of not only 

national advertising, but advertising of a local nature in newspapers 
and local broadcasting. 

We are now monitoring all types of advertising, not only broadcast- 
ing, but printed advertising. We have recently started a ‘ampaign to 
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check into direct mail advertising which is called to my attention as 
being one of the trouble spots that needed some attention. 

Our staff is now collecting direct mail advertising to find out where 
abuses exist so that we can eliminate those abuses. 

We have a pending case which, without commenting upon the merits, 
seeks to clarify the state of the law on the extent of our jurisdiction 
over local advertising inserted in newspapers of interstate circula- 
tion; that is, newspapers going beyond the boundaries of a State. 

If this authority is found to exist within the Federal Trade Com- 
mission, quite clearly it will give to the better business bureaus and 
other organizations across the country, the advertising clubs and the 
chambers of commerce, a mighty weapon to insist that local advertis- 
ing be cleaned up. 

Thus, we are attempting to attack this problem on all fronts and 
very broadly. I am determined that as long as I preside over the 
Federal Trade Commission, that there will be a raising of the level 
of American advertising. Ihave devoted almost every waking moment 
during the past year to this campaign and the campaign to better en- 
force the Robinson-Patman Act and the other antimonopoly statutes 
of the Federal Trade Commission. 

I think the answer, if the Senator will pardon me, is in administra- 
tion, in doing a better job on behalf of Government, a more effective 
job, and at the same time appealing to the great majority of business- 
men who want to abide by the law and so to get them to bring them- 
selves into compliance with the law so that we can devote the major 
effort on our behalf against the minority who always have to be 
restricted in this society of ours. 

If we accomplish that, I think we will have largely accomplished 
many of the objectives which you have in mind here in this legislation. 

Senator Humpnery. I feel that there has been a decided stepup in 
activity along the lines that you have indicated. 

My response to you is one of appreciation for what you do. This 
is a tremendous economy to attempt to have overall surveillance, and 
we surely do not want government in every aspect of our economic 
life. 

We have to work with the private, the voluntary, the citizen groups 
seeking law observance, as well as applying law enforcement. I 
know that has been your philosophy. 

I have been interested in another matter. I was talking to my shoe 
repairman the other day. Why in the world is it that there are no 
standards on shoes? 

Mr. Kintrner. You mean labeling standards? 

Senator Humpnrey. Labeling standards. Isn’t there some way that 
you can prevent people from selling shoes made out of cardboard for 
$157 

Mr. Kintner. We have an investigation underway to determine 
what abuses, if any, exist there. 

Senator Humrnrry. I can send you a shoe repairman who 
showed me six pairs of shoes, gave me the prices of these shoes, and 
pointed out to me just exactly what kind of material was being used— 
nothing but paper in some of the most high priced shoes. 

He said, “This is just outright unbelievable misuse of the word 
‘leather.’ ’ 
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For example, they would have a leather piece in the shoe, and on 
that piece they would have the word “leather,” and the rest of the 
shoe would be made out of paper or plastic. 

Of course, the plastic is quite noticeable, you can see what you 
have. But you can take paper and make it look very much like 
Jeather. You would have a little piece in the instep, for example, of 
the shoe which wouldn’t be any bigger than, let’s say, an inch long, or 
an inch wide, and that would be the total amount of leather. The rest 
of it would be cardboard. 

Mr. Kintner. We have an inquiry going on in that area, and I un- 
derstand there is pending legislation for shoe labeling. 

Senator Humpnrey. Yes. 

Mr. Krntner. I would imagine that eventually these facts will be 
brought out in connection with that legislation. 

Senator Humpnrey. I wish they had done it before my wife and 
daughter bought so many of those cardboard shoes. 

Mr. Kinrner. I think they would rather have something that looks 
a little better, with plastic and other frou-frous on it, than solid 
leather. 

Senator Humpnrey. The thing that gets me is: 

You go to a good, plain, responsible, hardworking man like the 
man out on McKinley Street who repairs my shoes, and he tells me all 
about this. I can’t understand why it is such a secret from Govern- 
ment. 

He is a very honest man who works long hours, knows what is going 
on, repairs these shoes, opens them up and shows me nothing but 
paper. 

I remember when I was a kid we used to get a hole in our shoes 
once in a While and we would wad up some paper to plug it, but I 
never thought they would make a business out of it. 

Mr. Kintner. It raises a very difficult problem. 

Senator Humpurey. Is there any authority that you have over 
that ? 

Mr. Kintrner. We have authority where deception of consumers 
or the public can be demonstrated. 

Senator Humpurey. Maybe you ought to look into it. 

Mr. Krnrner. We are. We have an investigation. 

Senator Humpnurey. A good shoemaker who really puts out a leather 
product gets a raw deal if you can have a substitute product where 
the word “leather” appears on a very small item on the shoe and indi- 
cates to the unsuspecting consumer that this may be a leather product. 

Mr. Kintner. You have just made a very important point there, 
because the thrust of our law not only is a protection of the public 
generally, but the protection of the honest businessman. 

Senator Humpursy. Exactly. 

Well, I got my shoe store fixed up. You see, I have to have these 
occasions to remind myself that there are some of these things that 
I haven’t taken care of. I promised my shoemaker that I would do 
something about this, and I hadn’t gotten around to it. 

Mr. Kinrner. You take care of these points very effectively, if I 
may say so. 

Senator Humpnrey. Senator Javits? 

Senator Javits. I just wish to detain you one moment. We did 
ascertain that you don’t consider your agency a Department of Con- 
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sumers, and you give no affirmative advice to the consumer as to his 
operations as a consumer, do you? 

Mr. Kintner. Except to the extent that almost everything we do 
in the field of deceptive practices, including false and misleading ad- 
vertising, constitutes a warning to the public generally, and that in- 
cludes all consumers, as to those practices which are illegal and which 
are to be avoided. 

Senator Javirs. You will agree that that is a pretty indirect method 
of giving the consumer advice; isn’t that correct ? 

Mr. Krinrner. It isn’t, sir. If these groups that represent the pub- 
lic and consumers will disseminate and educate, disseminate the de- 
cisions and educate concerning the practices found in these decisions, 
That was part of the rationale in bringing to Washington these public 
interest groups last December. 

I might say that we have kept contact with the registrants at that 
conference, and as matters come before the Commission, actions taken 
which we think might be of interest to the members of these organiza- 
tions, we have notified them of the action, so taken, hoping that they 
will then discharge their responsibility to educate their members con- 
cerning these practices. 

Senator Javrrs. Do you have many consumer groups which inter- 
vene or interplead in your proceedings ¢ 

Mr. Kintner. No. Some of these groups, and particularly indi- 
vidual citizens, file complaints with us, and we have a great body of 
correspondence from the public concerning deceptive practices. 

It is one of the best ways we have of discovering what the trends 
are in the marketplace in this area. 

Senator Javirs. You just got some good information this morning 
from Senator Humphrey. 

Mr. Kintner. Yes; we did. I think we have had similar letters, 
though, in connection with our investigation. 

Senator JAvirs. Just one other question. 

How many committees does the Federal Trade Commission deal 
with on Capitol Hill, and which particular committees does it deal 
with in respect of consumer matters / 

Mr. Kintner. We deal with a wide variety of committees, the Judi- 
ciary Committee in both Houses, the Interstate and Foreign Commerce 
Committees, the Senate and House Small Business Committees. 

We are called to testify on problems affecting agriculture, prob- 
lems affecting drugs, a wide variety of subjects. 

Senator Javirs. Which of the committees do you feel responsible 
to in respect of consumer problems ? 

Mr. Kintner. The problems of the consumer seem to be raised in 
almost all of these areas, Senator. 

Senator Javirs. But there is no one committee to which you feel 
responsible in respect of those activities you consider to be for the 
benefit of the consumer ? 

Mr. Kintner. No one committee that has that jurisdiction, Senator. 

Senator Javirs. Thank you very much, Mr. Chairman. 

Senator Humpurey. Do any of your associates have any observa- 
tions they would like to make this morning ? 

Mr. Kintner. I think not. 

Senator Humrnrey. This statement of yours represents the con- 
sidered view of the Commission ? 
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Mr. Kintner. It is the unanimous view of the members of the Fed- 
eral Trade Commission. 

Senator Humpnrey. Thank you very much, Mr. Kintner. 

Before proceeding to our next witness I will incorporate two state- 
ments into the record at this point. The statements in support of the 
pill S. 1571 are from my colleague, Senator Engle, of California, and 
the Honorable Averell Harriman, former Governor of the State of 
New York. 

(The statements referred to follow :) 


STATEMENT OF HON. CLAIR ENGLE, A U.S. SENATOR FROM THE 
STATE OF CALIFORNIA 


I appreciate the opportunity to testify in support of S. 1571, which 
would establish a Cabinet-level Department of Consumers within the 
Federal Government. I regard this proposal, which I have cospon- 
sored, as one of our most important domestic legislative needs. 

In the determination of general economic policies in our Govern- 
ment the American consumer is the forgotten man. Producers and 
profit making interests, on the other hand, are effectively represented 
in our top Government councils. Our farmers have the Department 
of Agriculture to speak for them, our workers have the Department 
of Labor, our businessmen the Department of Commerce. In addi- 
tion, they all have highly organized, highly vocal groups outside of 
Government who energetically and systematically press for their 
special interests. 

Consumers represent the largest bloc of our society. Yet it is the 
only important segment in this country that has no high-level depart- 
ment in Government to speak for them and to protect their interests. 

We cannot assume because most consumers are also producers that 
their interests as consumers are adequately reteaieih Let us not 
forget the salaried white-collar workers and unorganized workers 
generally whose incomes do not keep pace with rising prices. Let us 
also not forget, in particular, our elderly citizens who are no longer 
producers and who must live on fixed pensions and annuities. While 
we do have a number of Government programs concerned with the 
consumer’s interest, these programs are scattered and fragmented 
through many agencies—agenc ies that are frequently oriented to 
other interests. We do not have a department that can stand at the 
same level and speak with the same authority in behalf of our con- 
sumers as do the Department of Agriculture, the Department of 
Commerce, the Department of Labor, for the farmers, the business- 
men, and the workers. The consumers of this country are urgently in 
need of such a department—one that the consumers can call their own, 
one that knows it belongs to the consumers. 

In the absence of coordinated and effective representation within 
the framework of our Government, the consumer has no defense 
against distorted or unreasonable arguments advanced by special 
interests. Thus, for example, we see utility interests continuing to 
enjoy the fruits of their high-powered organized efforts—their fast 
tax writeoffs, increased rates, and so forth—while consumers stand by 
helpless as they pay the advertising bills of the utility interests. I 
do not wish to depreciate the efforts of the many fine consumer groups 
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we have in this country, but I am sure we all know that these groups 
have little chance against the sophisticated, articulate special-interest 
lobbies. 

At one time in our economy the voice of the consumer had real 
meaning. At one time consumer demand packed enough punch to 
influence pricing policies without benefit of any organized consumer 
effort. But today we have an economy that is “highly industrialized 
and specialized, an economy dominated in many areas by “adminis- 
tered prices.” Today, in short, the American consumer is denied the 
protection of the unseen hand of competition. World War I with its 
inflationary aftermath accelerated the flow of economic activity into 
none ompetitive channels; and despite our antitrust laws, price compe- 
tition, particularly since the end of World War II, has given way 
along many fronts. So we witness the anomaly of price inflation 
during a recession, and we see the phenomenon in concentrated indus- 
tries such as oil and steel of prices rising while production and em- 
ployment are falling. In the steel industry we have a classic example 
of the insidious effect of administered prices. In 1957 wages went up 
in accordance with an agreemnt with the United Steelworkers by an 
amount which raised steel costs by no more than $3 a ton. The steel 
industry, however, raised its prices by an average of $6aton. In this 
instance, as in the case of the automobile industry, organized labor 
mads a persuasive showing that this price increase was not needed. 
But there was no consumer organization strong enough to stand be- 
hind labor’s argument on behalf of the consumer. And, more impor- 
tant, there was no responsible Government official with Cabinet-level 
status whose voice would have had considerable impact in pointing up 
the injurious effect of the upward movement of steel prices. 

Events in the last 2 years have brought into sharp focus the urgent 
need to protect the consumer in areas that have too long been domi- 
nated by producers and profitmaking interests—events that have 
made it clear that in the conflict between production and consumption 
it is usually the consumer who is the victim. I have in mind such 
matters that have received wide public attention as the exorbitant 
prices for drugs, concealed credit charges on installment loans, rigged 
TV shows, the short-weight scandal, and the er: anberry incident. I 
have in mind also the d: angers of the Madison Avenue techniques cal- 
culated to foist upon the consumer, goods, and services he neither 
wants nor needs. 

There is, therefore, the need to protect the consumer not only 
against such obvious threats to his welfare as unfair prices, but 
against the more subtle intrusions on his well-being. 

The American consumer has a right to fair prices. He has a right 
to a fair share of the gains from increasing productivity. But in the 
distribution of the benefits of our full-blown productive capacity the 
consumer is the last to be considered. 

The situation cries out for a composite voice in Government that 
will courageously and forthrightly speak for the consumer, 

As a reaction to the breakdown of price competition, a countervail- 
ing pressure has been building up in the last few years for a strong 
consumer voice in Government—for the kind of legislation that is 
now before this committee. Under S. 1571, the Department of Con- 
sumers would be charged with carrying the viewpoint of the consumer 
to Congress, to the regulatory agencies, to the courts, to the consumers 
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themselves. Through this Department the outraged cries of con- 
sumers would be channeled toward a constructive purpose. Here 
their complaints would be received, coordinated, and evaluated. Most 
of ail, they would be treated seriously. With the passage of S. 1571 
the American consumer would, for the first time, have an effective 
voice in the Government’s formulation of economic policies. This 
measure is not the complete answer to our consumer woes, but it is a 
significant step tow: ard a concerted national effort to give consumers 
the protection they need and deserve. The consumers of the coun- 
try—and that means everyone who requires food, shelter, and cloth- 
ing—should stand stoutly behind this legislative move. I urge the 
Members of Congress to act quickly and favorably on this vital 
measure. 


STATEMENT OF HON. AVERELL HARRIMAN, FORMER GOVERNOR 
OF THE STATE OF NEW YORK 


I am in strong support of the principle embodied in S. 1571—the 
principle of consumer representation in government. 

Since my experience in NRA in the early New Deal days, I have 
been convinced of the necessity of bringing consumer opinion and con- 
sumer interest to bear on the processes ‘of governmental policymaking 
and administration. This, I believe, will contribute to the sound 
functioning of our economy and its development in the public interest. 

One of my first acts as Governor of the State of New York was to 
appoint in January 1955 a consumer counsel in the executive office 
with cabinet rank, to give continuous consideration to the problems of 
the consumer. ‘The functions of the consumer counsel covered three 
general areas: 

(1) To voice the point of view of the consumer in the development 
of eae, and actions by the administration. 

2) To develop specific legislation in areas where the consumer has 
7 a iously been adequately protected. 

3) To carry on and stimulate research and education programs 
to he slp consumers protect themselves against exploitation and to help 
them become more competent in spending the family income, in the 
manner that Government has traditionally helped farmers, wage 
earners, and small businessmen who have not been in a position to 
provide these services for themselves. 

During the 4 years of my governorship, Dr. Persia Campbell, whom 
I appointed to the post of consumer counsel, brought the consumer 
point of view to bear during the process of polic ymaking as well as 
in the normal administrative and regulatory activities of government. 
Frequently consumer interests are not given sufficient consideration 
by governmental departments with varying responsibilities. 

In regard to legislation, our principal ‘achievement was to bri ing 
under effective regulation the whole field of installment credit. This 
legislation was developed after extended conferences with bankers, 
credit institutions, merchants, and other responsible businessmen as 
well as representatives of public and consumer groups. This far- 
reaching installment sales legislation plowed new ground in the pro- 
tection of the consumer who ‘buys on time; it has become an ex: imple 
which other States are studying and adopting to their particular 
circumstances. 
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As the funds available for research were limited, the consumer 
counsel stimulated other government agencies and private groups to 
undertake studies in a wide variety of fields, covering misleading 
advertising, unfair merchandising practices, quality standards, milk 
consumption, home buying practices, the servicing of televi ision sets 
and other home appliances, chemical additives to food, to name a few, 
In addition to the direct work in consumer education, other govern- 
ment departments and private agencies were encour’ aged to develop 
similar programs. In New York State this is particularly important 
because of the large number of newcomers, including many who are 
not familiar with city life, have low incomes, and in some cases lan- 
guage difficulties. 

Unfortunately the office of the consumer counsel was abolished by 
my successor w ithout any attempt to study the effect of the office and 
in spite of appeals from large numbers of women’s organizations and 
consumer groups. 

I note that your subcommittee has had testimony from Senator 
Keating and Attorney General Lefkowitz of New York outlining the 
function in New York State of the attorney general in enforcing the 
laws against fraud and other unfair and misleading trade practices, 
I congratulate Mr. Lefkowitz for his activity in this area. The law- 
enforcement function is essential, but it should in no way be confused 
with the creative functioning of the consumer counsel. 

I believe objective analysis will prove beyond question that the office 
of consumer counsel in New York State demonstrated, in the short 
period of 4 years, the great need for an organization in Government 
with direct responsibility i in the consumer interest. 

From my experience in Federal Government and as Governor of 
New York, I believe that a Department of Consumers within the 
Federal Government is of real importance in our increasingly com- 
plicated economy of today. The consumer interest is clearly identifi- 
able and it can be practically represented in a way that clarifies eco- 
nomic purpose and stimulates other agencies of Government with the 
responsibility in economic matters to sounder direction in promoting 
the general welfare. If established, the functions of the Consumer 
Department will, I believe, in the natural course of experience, de- 
velop to meet changing needs. I urge your subcommittee to give 
favorable consideration to the establishment of such an agency. 

Senator Humpnrey. The next witness is Mr. Ross Newmann, <As- 
sociate General Counsel of the Civil Aeronautics Board. 

Mr. Newmann, you are at liberty to abbreviate your statement or 
make it in full context. 


STATEMENT OF ROSS NEWMANN, ASSOCIATE GENERAL COUNSEL, 
CIVIL AERONAUTICS BOARD 


Mr. Newmann. Thank you, Mr. Chairman. The Board appreci- 
ates this opportunity to present its views in connection with this 

matter. 

I think I should say at the outset that the Board would have no 
objection to the establishment of the Department of Consumers. 
Our position is that the proposed legislation is unnecessary to assure 
adequate consumer representation in matters within the jurisdiction 
of the Civil Aeronautics Board. 
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We are not going to express any views on S. 1571 with respect 
to matters that do not concern air transportation. Our position, 
therefore, is directed to the bill only so far as it involves matters 
and functions presently falling within the jurisdiction of the Civil 
Aeronautics Board. 

The bill would establish a new Department in the executive branch 
of the Government, to be known as the Department of Consumers. 
It would be the duty of the Department to protect and promote the 
interests of the people as consumers of goods and services. ‘The func- 
tions of the Department would include presenting the viewpoint of 
U.S. consumers of goods and services, representing the economic 
interests of consumers in proceedings before courts and regulatory 
agencies, including the Civil Aeronautics Board, conducting annually 
a National Consumers’ Conference, and assembling and disseminating 
information helpful to consumers concerning economic and trade 

ractices adversely affecting consumer interests. 

The bill provides that the Department shall be entitled as a matter 
of right to intervene as a party in regulatory agency proceedings 
which the Department finds may affect substantially the economic 
interests of consumers. The bill further authorizes the Department 
to receive complaints and to secure relief for the consumer, except 
that where it cannot take effective action it shall transmit such com- 
plaints to the agency concerned for appropriate action; and if the 
Department receives information indicating a probable violation of 
any agency regulation, it is required to transmit such information to 
the agency for appropriate action. The Department would also be 
authorized to conduct economic surveys and to require information 
and reports from corporations having assets exceeding $5 million. 

Insofar as the bill provides for the representation by the new De- 

artment of the interest of “consumers” of air transportation regulated 
. this agency, it would result in unnecessary duplication of functions 
entrusted to and performed by this Board. The congressional declara- 
tion of policy which guides the Board in the exercise of all its func- 
tions, section 102 of the Federal Aviation Act of 1958, requires the 
Board, among other things, to encourage and develop an air trans- 
portation system properly adapted to the needs of the commerce of 
the United States, the postal service and the national defense; to 
recognize and preserve the inherent advantages of air transportation; 
to promote adequate, economical, and efficient service by air carriers 
at reasonable rates without unjust discriminations or undue preferences 
or advantages; to provide for competition in air transportation to 
the extent necessary to assure the sound development of an air trans- 
portation system properly adapted to the needs of the commerce and 
the postal service of the United States; and to promote safety in air 
commerce. 

These provisions reflect all aspects of the interest which the users 
of air transportation services have in the speed, reasonable cost, ad- 
equacy, and safety of air transportation of persons, property, and 
mail, Thus, while the Board is also bound to promote sound economic 
conditions in the air transportation industry and to consider the needs 
of the national defense, the congressional policy is emphatic in respect 
of the interest of the users of air transportation. 

Senator Humpurey. May I interrupt you? 

Mr. Newmann. Yes, sir. 
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Senator Humpurey. Why do you people stop these airlines, then, 
if you are so interested in consumers, from having coach flights that 
have two seats on each side? I fly airplanes a lot, and I like coach 
flights that give me enough room to sit, living more time in an airplane 
than I do in my home. I recall, I think it was United Airlines for 
a period of time had two seats across, then an aisle and two seats, 
and they even served a little lunch or something. 

All at once they had that altered in order to get into conformity 
with some other airlines that were not giving us as good a deal. 

Why, if you are so much for the consumer ? 

Mr. NewMann. Mr. Chairman, the Board has been very much con- 
cerned with coach service for a long period of time. As I recall the 
United Airlines problem which you refer to— 

Senator Humpurey. I am not positive that that was the line, but I 
think it was. 

Mr. Newmann. I think that United was probably one of the last 
of the large airlines to institute coach service. 

Senator Humpurey. Yes. 

Mr. Newmann. And as I recall the situation, I do not believe the 
Board stopped the two-and-two seating. As I recall, it was the num- 
ber of seats that should be put into the airplane, and I think the Board 
was interested in seeing that it was, in fact, truly a coach service and 
not, in fact, a first-class service. 

Senator Humpnrey. What difference does it make to you, if they 
are willing to charge the coach price? After all, we are the people 
that ride the airplanes. 

Mr. NewMann. Mr. Chairman 

Senator Humrurey. Mr. Newmann, I ride airplanes a great deal, 
and if United Airlines wants to give me first-class service for coach 
rates, I hope you are not going to tell me they can’t. 

Mr. NewMann. We are bound by the requirements of the Federal 
Aviation Act. 

One of the provisions of that act, which is section 403, particularly 
section 403 (b), prohibits unjust discrimination. 

Senator Humpurey. Unjust? The other airlines were discriminat- 
ing. 

Mr. NewmMann. Our position is that a coach service must be truly 
a coach service. Now, we are not objecting to how the seating con- 
figuration is arranged, and we certainly didn’t. The only condition 
that we had was that those that were going to pay the coach fare 
should receive coach service so that the person who paid the first-class 
fare would not be discriminated against. 

Senator Humeurey. When you get the first-class fare, in most of 
these planes they give you some champagne or they give you some hors 
d’oeuvres and they give you a hot lunch, a hot dinner, a few more 
stewardesses, and more leg room. 

What I was getting at is—and I remember this quite well, because 
I had people come to me about it—there was a question about the seat- 
ing configuration on certain coach flights. I don’t know the details. 

Mr. Newmann. I think one thing that was involved, as I recall— 
and, as I say, that was many years ago—there was a requirement, a 
civil air regulation, a safety requirement that in a high-density air- 
craft there be a certain number of exits for a certain number of seats. 
As I recall, all of the carriers except the one had complied with the 
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number of exits so that they had no problem on their seating con- 
figuration. 

‘As I remember, I think that United did not have a sufficient number 
of exits at that time, and I think that entered into the problem. But 
be that as it may, I certainly wouldn’t want this record to be left in- 
dicating that the Board was not vitally interested in coach service. 

Asa matter of fact, if I may, I would like to file with the committee 
a recent order of investigation which is docket 9973* in which the 
Board instituted a coach proceeding to determine whether or not the 
city of New York, for example, was receiving adequate coach service 
with respect to its various markets, and the Board is very much con- 
cerned with this problem. 

I think today perhaps as much as 50 percent or even more of the 
entire transportation services may be coach type. 

Senator Humenrey. Oh, yes. What I am getting at is that at that 
period of time when coach service was being initiated, I remember 
that it was a little difficult to always get good coach service on all 
lines. 

I remember it took quite a little time to get it, and when one of the 
airlines came around with it, they started to give a little better coach 
service than the others. I am sure the other airlines were not told 
to catch up with that airline. The airline with better coach service 
was told to downgrade to the others. 

I don’t consider that to be in the consumer’s interest. I also don’t 
consider it in the consumer’s interest letting these airlines get by with- 
out radar. If the Federal Aviation Authority or the CAB were on 
the job, they would order them to put in radar. 

If you travel through that thunderstorm alley that I travel through 
out to Minnesota you would know what I am talking about. Why not 
put on radar, if you are interested in the consumer ? 

Mr. Newmann. I wouldn’t comment on the radar, Mr. Chairman, 
because that has been transferred to the FAA. 

Senator Humpurey. Didn’t it used to be with you? 

Mr. Newmann. It was prior to the Federal Aviation Act; yes, sir. 

Senator Humpnrey. Why did you not tell them then—they had 
radar at that time—if you were interested in the consumer, instead of 
the owner of the airplane? 

I was told the reason they did not put on radar is because it costs 
money. It costs money to carry insurance, and I don’t want to collect 
on it. 

Mr. Newmann. Mr. Chairman, we were rather severely criticized 
in many respects for passing regulations that cost money. I think of 
the flight recorder regulation. 

Senator Humpurey. By whom were you criticized ? 

Mr. NewMann. By some of the carriers. 

Senator Humpurey. Well, the carriers—after all, we are talking 
about the consumers. 

Mr. Newmann. That is correct, sir, and I think that the Board 
certainly did have the consumer at heart and his interest in these 
matters. 

Senator Humrurey. I don’t think so, sir, when it is a known fact 
that radar gives the passenger a safer ride, a more comfortable ride 
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and protects life and property. I consider the only reason the air- 
lines don’t put on radar is they can get by without doing it. 

[ want to say that this is exactly what the railroads used to do 
before certain safety devices were compelled by law to be put on by 
the Congress under the regulations of the ICC. 

I think the airlines ought to be compelled to put radar on. J 
travel on them alli the time and millions of people do, and I think 
that this ought to be a requirement, rather than a competitive ad- 
vantage, to have on the side of the airplane when you go up on the 
ramp, “This plane is equipped with radar.” 

Why don’t they put on the sign the airplane is equipped with ball 
bearings, too, or has brakes on it, or flaps ¢ 

We have standard equipment that is required by safety regulations, 
I want to know why the agencies haven’t demanded that radar be 
put on these planes. Why haven’t they? 

Mr. NewMann. Mr. Chairman, I couldn’t comment on that, since 
that is no longer a function of the Board. 

Senator Humpurey. Why didn’t you, when you did have a chance 
to comment on it? 

Mr. Newmann. I couldn’t answer that, sir. 

Senator Humpurey. You must have a reason. Why didn’t the 
CAB, when it had the safety authority over the airlines, require the 
airlines to put on radar? You require them to have a copilot, don’t 
you? 

Mr. NewmMann. Yes, sir. 

Senator Humpurey. Well, you do not fly with one most of the 
time, but you have a copilot because you may run into trouble. You 
even have a flight engineer in some of them—three; isn’t that right! 

Mr. Newmann. Yes, sir. 

Senator Humpnrey. Why? They don’t usually need them. Many 
times they fly with an automatic pilot. I have flown almost all the 
way home with an automatic pilot. I doa little flying myself. Why 
do you require a copilot? Itis expensive. 

Mr. Newmann. I am afraid I can’t give you the answer as to not 
requiring the radar at the time we had the civil air regulation 
function. 

Senator Humpurey. It’s high time these airlines quit fighting as to 
how many pilots they ought to have on these airplanes and put in 
the mechanical equipment that is tested for the benefit of the pilot, 
the consumer, and the company. 

An air crash is a little more expensive than radar. Most of these 
flights through thunderstorm areas could be eliminated with radar 
equipment. I think the agencies are derelict in their responsibilities 
for not insisting upon it regardless of whether the airlines can afford 
itor not. If they can’t afford it, they ought to quit, because they are 
hauling human beings. 

This is consumer interest. You are the Associate General Counsel 
of the Civil Aeronautics Board, are you not ? 

Mr. Newmann. Yes, sir. 

Senator Humpurey. Will you convey my message with my good 
wishes to all of your associates ? 

Mr. Newmann. I will, sir. 

Senator Humrnurey. I am going to be after these agencies. They 
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haven’t had anybody after them until they get me after them because 
[am going to insist that these airlines get on the stick. 

Do you want to say anything else : about this now ? 

Mr. NEwMANN. Shall I continue, Mr. Chairman ? 

Senator Humpnrey. Yes, sir. 

Mr. NewMann. Statutes and the Board’s regulations extend to 
users of air transportation every possible opportunity to be heard by 
the Board. Under sections 101(e), 401(g2), 401()), 402(d), and 
402(£) of the Federal Aviation Act. any interested person may file 
with the Board a memorandum expressing his position on the pro- 
posed issuance, modification, revocation, or abandonment of certifi- 
cates of public convenience and necessity, and foreign air carrier 
permits, which are the basic forms of licenses to engage in air tr ans- 
portation. Section 1002 authorizes complaints by any person with 
respect to violations of the act or requirements established pursuant 
thereto. Section 4 of the Administrative Procedure Act assures all 
interested persons of opportunity to comment on substantive rule- 
making projects of the Board. Summaries of applications received 
by the “Board, and copies of rulemaking notices are regularly mailed 
to all persons who have asked to be placed on the Board’s mailing list. 

Section 302.14 of the Board’s procedural regulations authorizes in- 
terested persons who have not formally intervened i in a Board pro- 
ceeding to appear at hearings, present pertinent evidence and, with 
the examiner's ¢ onsent, cross-examine witnesses. 

Senator HuMPHRE Y. May I interrupt ‘ 

Iam going to have to go to the Senate to vote. Before I do, are 
you saying that consumers of the airlines can come in and do this? 

Mr. NewMann. Yes, sir, very much so. 

Senator Humpurey. If they have the money to do so? 

Mr. NewMANN They don’t need any money except to appear, sir. 
Many of these hearings are held in the field for that very purpose. 

Senator Humrurey. Let me ask you something. 

One of my friends out home wants to appear, come down here, and 
it costs him $200 minimum. Can he deduct that on his income tax 
as an expense / 

Mr. Newmann. Mr. Chairman, we have established a procedure so 
that all of these proceedings affecting the communities would be ac- 
cessible; one phase of the hearing is held in the field so that the per- 
sons in the cities, in the States, will have an opportunity to present 
their views without having to come to Washington. That is done in 
almost every case, sir. 

Senator Humrurey. Thank you very much, Mr. Newmann. I will 
have to recess to go to the Senate. 

(Mr. Newmann subsequently filed an additional statement for the 
record, as follows:) 

CIVIL AERONAUTICS BoarD, 
Washington, June 28, 1960. 
Hon. Husert H. HumMpnHrey, 
Chairman, Subcommittee on Reorganization and International Organizations, 


Committee on Government Operations, U.S. Senate, Washington, D.C. 
(Attention Mr. Miles Scull, Jr. ) 

Dear Mr. CHAIRMAN: By letter dated June 23, 1960, addressed to the Honorable 
John L. MeClellan, chairman of the Senate Committee on Government Opera- 
tions, the Board set forth its views and position with respect to S. 1571, referred 
toas the Consumers Act of 1959, 
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During the course of the hearing on S, 1571, at which time I appeared on be. 
half of the Board, you raised various questions concerning some of the Board’s 
activities on behalf of the consumer of air transportation. You will recall that 
during my testimony I mentioned that the Board is vitally concerned with coach 
service and referred to an order of investigation (E-13125), Docket 9973, where. 
in the Board has undertaken the examination of the adequacy of coach service 
in certain high-density markets. A copy of this order is attached. 

Since time did not permit me to complete my reply to your questions, I wag 
not able to introduce into the record the recent Washington-Baltimore Adequacy 
of Service opinion which was issued by the Board on April 29, 1960. A copy of 
the Board’s opinion is attached for inclusion in the committee’s files in connee. 
tion with its consideration of 8.1571. You will note that throughout this opinion 
the Board expresses its concern over adequacy of service in the various Balti- 
more markets. Its position is clearly set forth at page 10 of the opinion: 

“The obligation of the Board to guarantee adequate service is made Clear ijn 
section 404(a) of the act. The fact that only a few adequacy orders have preyi- 
ously been issued under this section reflects the way in which certificated air 
transportation has developed. During the past 20 years the Board has relied 
for the most part upon competition among the carriers to insure adequacy of 
trunkline service. It is now urged with respect to Baltimore that the Board 
continue to rely solely on competition. Eastern, for example, goes so far as to 
suggest that a higher standard of adequacy will result from competition than 
ean be achieved through any order which the Board can issue under section 404, 
The record herein clearly shows that certificated competition has not and will 
not insure adequate service in all of Baltimore’s markets, and that the Board 
must therefore resort to its powers under section 404(a) to remedy the situation,” 

Another area where the Board has been concerned with the consumer interest 
is in connection with local air transportation service. At the present time, the 
local service carriers are serving a total of 482 points, 284 of which are served 
exclusively by these carriers. From December 1958 until December 1959, 6 
local service area proceedings were decided by the Board in which 46 new cities 
were provided with local air transportation service. 

The Board’s economic regulations are indicative of the Board’s interest in 
the consumer of air transportation. Under part 221, it is made clear that 
tariff liability rules for personal injury and death are not filable with the Board. 
Other economic regulations which are designed to protect the consumer deal 
with the posting of tariffs, advance notice requirement for embargoes, and realis- 
tic scheduling. 

At the present time, the Board’s Bureau of Enforcement: is actively engaged 
in various functions which are designed to protect the consumer. These matters 
deal with questions of unfair methods of competition, deceptive practices, over- 
sales, misclassification of commodities, improper charges, realistic scheduling, 
false and misleading advertising practices, deviations from schedules, cancella- 
ton of reservations, and other problems of concern to the consumer as they come 
up from time to time. 

The Board also has several items on its legislative program which would be 
of considerable help in providing additional protection to the consumer by more 
effective enforcement of its policies. These items are as follows: 

1. Legislation to give the Board jurisdiction to impose civil penalties. 

2. Legislation to permit the Board to be represented in court proceedings 
through its own counsel asa matter of right. 

3. Legislation to prohibit ticket scalping. 

4. Legislation to empower the Board to audit the books and records of 
domestic affiliates and associations of air carriers. 

5. Legislation to give the Board authority over rates and practices in 
foreign air transportation. 

6. Legislation to authorize the Board to regulate the depreciation ac- 
counting of air carriers. 

I am sorry that time did not permit a full and complete reply to your questions 
during the hearing on 8S. 1571. This opportunity to supplement the record is 
appreciated. 

Sincerely yours, 
Ross I, NEWMANN, 
Associate General Counsel, Rules and Legislation. 


(Whereupon, at 12:10 p.m., the hearing was recessed, to reconvene 
at 9:30 a.m. Friday, June 24, 1960.) 
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FRIDAY, JUNE 24, 1960 


U.S. Senate, 
SUBCOMMITTEE ON REORGANIZATION 
AND INTERNATIONAL ORGANIZATIONS, 
CoMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 9:45 a.m., in room 3302, 
New Senate Office Building, Senator Hubert H. Humphrey (chair- 
man of the subcommittee) presiding. 

Present : Senator Humphrey 

Staff members present: Ann M. Grickis, assistant chief clerk; Miles 
Scull, Jr., and Arthur A. Sharp, professional staff members. 

Also present: Dr. John M. Blair, chief economist, Subcommittee on 
Antitrust and Monopoly, Committee on the Judiciary. 

Senator Humpurey. The meeting will come to order. We will re- 
sume hearings on 8S. 1571. The first witness will be Commissioner 
Laurence K. Walrath, of the Interstate Commerce Commission. 

Mr. Walrath, we are pleased to have you. 


STATEMENT OF COMMISSIONER LAURENCE K. WALRATH, 
INTERSTATE COMMERCE COMMISSION 


Mr. Watratu. Good morning, Mr. Chairman. My name is Laurence 
K. Walrath. I have been a member of the Interstate Commerce Com- 
mission since March 29, 1956. 

I appear here in behalf of the Commission, Mr. Chairman, and 
have offered a prepared statement which I would like to ask to be 
made a part of the record. 

In that connection, I thought it might be of assistance if I sum- 
marized just briefly the points we seek to make in that statement. 
It will save time, I believe. 

Senator Humenrey. Yes, sir; thank you. Your entire statement 
will be printed in the record at the end of your remarks. 

Mr. Watratn. First of all, we would like to have it very clear on 
the record that the Interstate Commerce Commission certainly does 
hot oppose the broad public purpose of the proposed legislation. 

In fact, it parallels and picks up from many other directions the 
very things which we are charged with doing under the Interstate 
Commerce Act. So we do not oppose the public purpose which you 
seek to perform by this legislation. 

We feel that the only helpful comments which we could offer and 
which would merit the attention of your committee are the several 
points wherein the proposed bill in its present form might seem to 
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have an impact on the normal operation and functions of our 
Commission. 

The first of these is not to be found in the sections 5 and 6 which 
would authorize the Secretary of Consumers to appear as a party 
in any proper case. I think that would be entirely appropriate jf 
the Congress favors this legislation. 

In fact, in most of our proceedings of broad public import, the 
rarious agencies of Government who are concerned with the eco- 
nomic impact of what we do down there very freely appear and are 
heard, such as the Department of Justice, the Department of Agri- 
culture, Defense, General Services Administration, and so on, and 
we would be very happy to welcome any executive agency before us, 

I am sure, Mr. Chairman, you are aware also that shippers are 
represented before us, consumers of transportation are before us, 
petroleum associations, coal producers, the shippers of lumber, and 
that, of course, illustrates how sometimes the consumer interest is 
diverse in many instances. 

The producers of coal and producers of petroleum are there as 
adversaries but still each represents a segment of the public interest. 

Senator Humpnrey. I was trying to bri ing that out yesterday: that 
the consumer needs to be defined in more general terms than just the 
housewife or the office girl or the workingman; that the consumer 
could also be in a sense a representative of a very large segment of 
industry ; for example, as you pointed out, shippers of products on rail- 
roads are consumers of the service of the railroad and have a contrary 
interest or a competing interest with the railroad. 

Mr. Watratn. Yes. 

Only 2 weeks ago, Mr. Chairman, we had an oral argument before 
~ entire Commission where the two shipper interests were diamet- 

ically opposed in their position on the issue. In any event, I say 
T would like to make quite clear that we are not. objecting. 

In fact, we welcome any representation of the seein interest. 
I am assuming, when we say consumers in this bill, that we mean 
the consumers of transportation. 

Senator Humpnurey. Yes, sir. 

Mr. Watratn. It has been suggested that your committee might 
consider favorably a definition of consumer in the definition section. 
T didn’t see that it was included. 

Now we come to the limited points to which the Commission has 
invited your attention, which we feel might present an inconsistency 
with the operation of our act, and the first of these would be the 
extent to which the ICC might be required to report to, or through, 
the Secretary of Consumers rather than directly to the Congress, as 
we do now as an independent agency. 

I realize that it is a matter of construction of the language. We 
have invited your attention to the fact that it could be read that we 
would be called upon to some extent to be supervised, you might say, 
by the Department of Consumers. 

I have felt that the Congress would not want to do that inad- 
vertently. It would want to be certain that it did it on purpose, if 
it did. 

The next point is that under one section of the bill, the latter part 
of it, I think it is section 10, it gives the Secretary of Consumers broad 
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wers to call upon us for information, statistical and research in- 
formation. We furnish such information to any Government agency. 

We very freely let them have access to our information that is 
not of a confidential nature by statute. But it is not clear here that it 
would be on a reimbursable basis. If the section should call on us 
for extensive data, with our limited staff it might be difficult to supply, 
and we wanted to call that to your attention. 

Senator Humpurey. You want to protect that budget a little bit? 

Mr. Waratu. Yes, sir. 

Senator Humpnrey. I don’t blame you, 

Mr. Watratu. Yes, sir. 

Senator Humpenurey. They are hard to get. 

Mr. Warratu. When we are before your other committees, we find 
they aren’t very sympathetic if we have diverted our efforts in favor 
of someone else. So that is a very friendly suggestion, Mr. Chairman. 

I believe I have pretty well covered the points that we wanted to 
make quite clear on the record. 

First, that we do not oppose your purpose. We feel that is a mat- 
ter of bro: id congressional determination. 

Secondly, we would welcome such a department as a party in in- 
terest in any of our proceedings, so long as it means they would com- 
ply with our rules of procedure and practice. I would be very happy 
to try to answer any questions for you, sir. 

Senator Humpnrey. Just one point. 

As I see it, your major concern is as to the independence of your 
regulatory body, set up by the Congress as an independent agency, 
exclusive from the jurisdiction of the executive branch 

Mr. Watratn. That is entirely correct, sir. 

Senator Humpurey. And you have some concern as to section 7 of 
the bill, I believe, which in effect would require the Interstate Com- 
merce Commission to take appropriate action on consumer complaints 
forwarded to it by the proposed Department of Consumers, or if no 
action is taken by the Interstate Commerce Commission to advise the 
Department of Consumers of the reason or reasons for its inaction. 
The Department also would be authorized to follow through on the 
extent of action taken, I believe. 

You state : 

This appears to us at least to imply the subordination of the heretofore inde- 
pendent action of the Commission to the superintendence of the executive de- 
partment. 

Mr. Watratu. That is correct, Mr. Chairman. 

Ordinarily, as you know, we do answer in writing all complaints, 
the informal ones, by letter, advising what the legal situation may be. 

The formal ones are answered through the form of reports and 
orders which, of course, are subject to judici ial review. 

If the reporting to the Secretary of Consumers was clarified to 
mean we would treat his complaint as we would a party’s complaint, 
then I think we would avoid that implication of subservience to the 
executive. 

Senator Humrnurey. I believe that that section may need some 
clarification. 

Mr. Watraru. Yes, sir. 
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Senator Humpnurey. I have a feeling that the suggestion made ag 
to the definition of “consumer,” should be acted upon if not within the 
context of the bill, at least within its legislative history. 

Mr. Watraru. Yes. 

Senator Humpurey. I appreciate your statement. It is a ve 
constructive statement. May I suggest that when a bill is introduced, 
as you know better than I, it seldom comes out the way it was intro- 
duced. We lay before : a committee a bill for the pur pose of examina- 
tion = analy sis and reevalu: ition, and then we receive the benefit, 
counsel and advice of many agencies, groups and individuals, that 
have a concern about the partic ular subjec t matter. 

I believe your statement has been very helpful and I want to thank 
you. 

Mr. Watratu. Thank you, Mr. Chairman. 

Senator Humpurey. Thank the Commission, if you please. 

(The statement previously referred to follows :) 


STATEMENT OF COMMISSIONER LAURENCE K. WALRATH, MEMBER, INTERSTATE 
COMMERCE COMMISSION 


Mr. Chairman and members of the subcommittee, my name is Laurence K, 
Walrath. I have been a member of the Interstate Commerce Commission since 
March 29, 1956. I am appearing today to testify on the Commission’s behalf 
on 8. 1571, which would establish a Department of Consumers. 

I would like to say at the outset that the Commission believes the establish- 
ment of a Department of Consumers to be a matter of broad congressional policy 
upon which we, as an independent regulatory agency, take no position. We are 
of the view, however, that it might be of some assistance to the subcommittee for 
us to call attention to the direct effect that certain parts of S. 1571 could have 
in their present form, on the Commission’s activities. 

Under section 5(a) of the bill it would be the duty of the Department of Con- 
sumers “in the performance of its functions, to protect and promote the interests 
of the people of the United States as consumers of goods and services made 
available to them through the trade and commerce of the United States.” 

Section 5(b) (2) of the bill provides that one of these functions would be to 
represent the economic interests of consumers of the United States in proceedings 
before regulatory agencies of the United States ‘to the extent to which authoriza- 
tion therefor is provided by section 6 of this Act.” Section 6 of the bill provides, 
in part, that “whenever there is pending before any regulatory agency * * * 
any proceeding which does not involve * * * adjudication of the alleged viola- 
tion * * * of any statute of the United States * * * and the Secretary finds 
that * * * determination of such * * * proceeding may affect substantially the 
economic interests of consumers within the United States, the Department shall 
be entitled as a matter of right to intervene in such matter or proceeding as a 
party to represent the public interest of consumers. * * * [Italic added.] 

As you know, the Commission already is charged with the responsibility of 
representing the public interest in all proceedings which it conducts (Phillips v. 
Grand Trunk Railway Company, 236 U.S. 662, 665; United States v. Merchants, 
etc., Association, 242 U.S. 178, 188). Congress has declared that all of the 
provisions of the Interstate Commerce Act shall be administered and enforced 
with a view to carrying out the national transportation policy, the objective of 
which is the developing, coordinating, and preserving of a national transportation 
system adequate to meet the needs of the commerce of the United States, of the 
postal service, and of the national defense. 

Generally speaking, there is consumer representation in proceedings before 
the Interstate Commerce Commission, as can be determined by an examination 
of the list of appearances in any major rate proceeding before it. The “peak” 
of such representation was probably reached in Ea Parte No. 148, Increased 
Railway Rates, Fares and Charges, 1942 (251 I.C.C. 857). In thé it proceeding, 
appearance were entered on behalf of numerous private consumer interests and 
a number of Federal Government officials or agencies, such as the Price Admin- 
istrator and Director of Economic Stabilization, the Secretary of Agriculture, 
the Bituminous Coal Consumers’ Counsel, the Petroleum Administrator for War, 
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the Solid Fuels Coordinator for War, and the Bituminous Coal Division, Depart- 
ment of the Interior. Before that proceeding was concluded, the Secretary of 
Commerce also entered an appearance. 

It is expected, of course, that parties to proceedings before us will have a 
predetermined view as to the action of the Commission which would best promote 
the interests which they represent. It is expected also that they will devote 
their energies to effectively presenting to the Commission evidence which will 
support the position they have taken, and that the Commission will then decide 
the case in a manner which, in its opinion, will, on the basis of such evidence, 
pest protect the public interest. Our experience has been that the interests of 
consumers in given proceedings before the Commission are often diverse, even 
within their own ranks. If the Commission considers that the parties to a 
particular proceeding are not likely to develop on the record adequate evidence 
which would permit the Commission to determine where the “overall” public 
interest lies, it may, and frequently does, call upon its own staff to develop at 
the hearing, facts which would be of assistance to the Commission in making 
such determination. 

In this connection, section 16(11) of the Interstate Commerce Act provides: 

“The Commission may employ such attorneys as it finds necessary for proper 
legal aid and service of the Commission or its members in the conduct of their 
work, or for proper representation of the public interests in investigations made 
by it or cases or proceedings pending before it, whether at the Commission’s 
own instance or upon complaint, or to appear for or represent the Commission 
in any case in court; and the expenses of such employment shall be paid out 
of the appropriation for the Commission.” 

Section 7 of the bill provides, in part, that it shall be the duty of the Depart- 
ment to receive and evaluate complaints from consumers concerning commercial 
and trade practices employed in the furnishing of services to consumers which 
may be detrimental to the economic interests of consumers. Such complaints 
would be transmitted to the suppliers of the services, and where effective action to 
secure relief for the complainant cannot be taken by the Department, the com- 
plaint would be transmitted by the Department to the department or agency 
of the United States whose regulatory or other authority provides the most 
effective available means to secure such relief for the complainant. The bill 
also provides that the department or agency to whom the complaint is referred 
“shall then consider the complaint so transmitted, take such action thereon as 
that department or agency shall determine to be appropriate, and transmit to 
the complainant a written reply describing the action so taken or, if no action 
is taken upon such complaint, the reason for its inaction. A copy of each such 
reply shall be transmitted to the Department.” 

It is provided in section 7(c) of the bill that “whenever the Department 
receives * * * any information disclosing a probable violation of any law of the 
United States, any rule, regulation, or order of any administrative officer or 
regulatory agency * * * the Department shall transmit to the officer or agency 
charged with the duty of enforcing such law, rule, regulation, order, * * *, for 
appropriate action, such evidence and information as the Department may have 
concerning such probable violation and that it shall be the continuing duty 
of the Department to ascertain the nature and extent of action taken with regard 
to probable violations so reported.” 

At the present time the Commission has in effect both formal and informal 
procedures under which complaints directed against the activities of carriers 
subject to the Commission’s jurisdiction may be brought to the Commission’s 
attention. It is not clear to us what useful purpose would be served by having 
such complaints considered, in the first instance, by an executive department. 
In our opinion, such a procedure would result in considerable duplication of 
effort, as well as confusion and delay. 

We are of the view that the Commission, as an independent regulatory agency 
which now reports directly to Congress, should not be required to “take over” 
complaints received from an executive department, and to advise such depart- 
ment of the action the Commission takes with respect to such complaint, ‘or, 
if no action is taken upon such complaint, the reasons for its inaction.” This 
appears to us at least to imply the subordination of the heretofore independent 
action of the Commission to the superintendence of an executive department. 
While we believe that legitimate complaints against carriers subject to our 
jurisdiction should be received from any source whatsoever, we also believe that 
the interests of justice are best served by bringing such complaints directly 
to the Commission rather than through an intermediary. 
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The Congress in its wisdom deliberately created the Interstate Commerce 
Commission (and others) as a regulatory agency which would be independent 
of Executive control. That independence cannot be maintained if our procedures 
and functions are to be based on “qualified independence” from Executive contro], 
Our responsibility to the Congress for the effective discharge of our duties 
eannot be properly fulfilled if we are required to formulate procedures that 
are in consonance with such an executive department. It is essential that the 
Commission retain the freedom to shape its organization and procedure to 
meet the specialized and changing needs of the regulation of transportation. 

The requirement that we, in effect, report to such an executive department, 
which has a “continuing duty to ascertain the nature and extent of action taken” 
by us, would fragmentize our responsibility. It is difficult for us to see how 
this would be in the public interest. On the contrary, duplication and delay 
could result which would be detrimental to the public interest. If the Congress 
is of the view, however, that such a department is necessary or desirable, we 
know of no reason why it should not have the same standing in proceedings 
before the Interstate Commerce Commission as other Government agencies and 
departments have. 

In its regulation of transportation, the Commission’s primary objective is the 
protection of the public interest, which includes consumers. While we would 
have no objection to the participation in proceedings before us of a representative 
of what the bill terms “economic interests of consumers,” it occurs to us that 
Congress might wish to consider accomplishing this, if found necessary, within 
the framework of one of the departments already in existence. In either event, 
we believe their activity should not extend beyond this, and certainly that we 
should not be required to report to such department, either directly or indirectly. 

Section 10(b) of the bill authorizes and directs any Federal agencies (includ- 
ing the Commission), upon request made by the Secretary, to make its services, 
personnel, and facilities available to the Department “to the greatest practicable 
extent,” and, subject to laws and regulations pertaining to national security, 
“to furnish to the Department such information, suggestions, estimates, and 
statistics as the Secretary may determine to be necessary for the performance 
of the functions of the Department.” Considering the small staff that we have, 
and the added responsibilities we have been given in recent years, such pro- 
visions could be extremely burdensome insofar as they relate to the Commission. 

The proposed measure does not provide that such services, personnel, and 
facilities as are made available to the Department of Consumers “to the greatest 
practicable extent” shall be on a reimbursable basis. The Interstate Commerce 
Commission has made every effort to maintain a spirit of cooperation with and 
assistance to all other agencies and departments to the fullest extent possible. 
Certainly no different atmosphere would obtain as between the Commission and 
any new agency or department that might be estalished. We do believe, how- 
ever, that an unqualified direction that the Commission furnish such information, 
suggestions, estimates, and statistics “as the Secretary may determine to be 
necessary for the performance of the functions of the Department” could con- 
ceivably be unduly burdensome. 

Accordingly, it is suggested that subparagraphs (1) and (2) of section 10(b) 
of the bill be amended to provide that (1) such services, personnel, and facilities 
as are made available to the Department shall be with the concurrence of the 
head of the department, agency, or instrumentality involved, and shall be on a 
fully reimbursable basis, and (2) that such information, suggestions, estimates, 
and statistics as the Secretary may require shall also be furnished with the 
concurrence of the head of the department, agency, or instrumentality involved, 
on a fully reimbursable basis, and to the extent that the furnishing thereof will 
not, in the judgment of the head of such department, agency, or instrumentality, 
impose a burden which would hamper or interfere with the proper and effective 
administration of such agency’s primary duties. While section 10(a) (4) con- 
tains agency concurrence and reimbursement provisions, it does not appear that 
these provisions were intended to apply to sections 10(b) (1) and 10(b) (2). 

We believe that the Interstate Commerce Commission is performing its duties 
as the guardian of the public interest in the transportation field. If, therefore, 
the Congress feels there is a need for the establishment of a Department of 
Consumers, we recommend that S. 1571 be amended as we have suggested. We 
recommend against enactment of S. 1571 in its present form. 

Mr. Chairman and members of the subcommittee, we appreciate the oppor- 
tunity to appear and express our views on this measure. If there are any 
questions, I would be happy to try to answer them. 
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Senator Humenrey. Mr. John C. Mason, Deputy General Counsel, 
Federal Power Commission. 

Mr. Mason, w Sappieciate | your being with us today. 

May I make a suggestion ? 

Would you be kind enough to make any comments or observations 
of your prepared statement as you deem nec essary’ The entire state- 
ment would then be included at the end of your remarks. 

Mr. Mason. Thank you, Mr. Chairman. 


STATEMENT OF JOHN C. MASON, DEPUTY GENERAL COUNSEL, 
FEDERAL POWER COMMISSION 


Mr. Mason. I believe that the Commission’s position is very well 
stated in the report, and I don’t have anything that I think would 
be helpful that is any different from wh: at has already been brought 
to your attention in this respect as to the relationship between this 
bill and our regulatory functions. 

So, unless you have some questions, I don’t think I could add any- 
thing that would be very helpful that has not already been covered. 

Senator Humpnrey. I want to discuss the cone luding paragraph 
of your statement: 

The Commission recognizes that the legislative proposal in this bill presents 
primarily a question of policy for determination by the Congress. Nevertheless, 
while we are not opposed to the bill in principle, its enactment without clarifi- 
cation as to its effect vis-a-vis existing State and Federal utility regulatory 
laws would, in our opinion, probably engender administrative delay and duplica- 
tion of effort without commensurate public benefits. 

I am having my first experience in the study of this proposed legis- 
lation in detail. We may require some further clarification as to the 
role of the Department of Consumers with the regulatory agencies. 

I have a feeling that the proposed legislation needs to be worked 
over very carefully i in light of the responsibilities that have already 
been imposed in these regulatory bodies such as the Federal Power 
Commission, the Interstate Commerce Commission, the Federal Trade 
Commission. 

The powers that the Congress imposed on these bodies are for the 
public interest. 

Do you have any suggestions other than what you have here as to 
how you might do that / : 

Mr. Mason. As a lawyer—I will go back a minute. I believe this 
last paragraph relates primarily to the intervention provisions and 
the complaint provisions of this bill. 

Senator Humpnrry. Yes. 

Mr. Mason. And also to the broad provisions of the bill wayer 
would be duplicative of our statistical gathering functions, and s 
on. I believe that is what the Commission is referring to. 

Senator Humpnrey. Yes. 

Mr. Mason. So what I call attention to is section 11 of the bill 
which, to me, as a lawyer, makes it very clear that this bill is not 
intended and could not as a matter of law affect the fundamental 
jurisdiction of the Commission over the regulation of rates, for in- 
stance. 

Senator Humpnrey. That is correct. That would be my under- 
standing: that there would be no authority in the bill to affect the 
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ratemaking powers of the Federal Power Commission or the Inter- 
state Commerce Commission. 

Mr. Mason. I think that is correct. I agree with the Commissioner 
who just talked on that point. 

Another thing I think the Commission had in mind, we have also 
had a problem with interventions in that it slows up our proceedings, 
and one of our big problems today in the regulation of rates is speedy 
decisions. The more interveners you have, the more time it takes, 
The Commission is not opposed to anyone ‘who has an interest and 
under the law they have a right. 

IT think what the Commission had in mind was we should examine 
this intervention procedure. My experience in the Government indi- 
ates to me that this could be worked out between the agencies re- 
gardless of the specific provisions in the bill. 

So, personally, it doesn’t w orry me very much, except that it might 
delay our proceedings if this Department of Consumers took an un- 


reasonable position in its representation before the other agencies, 
which we can’t assume. 


Senator Humpurey. We have to assume that they will be respon- 
sible officials. 


Mr. Mason. Yes, sir. If they didn’t they would not be doing their 
duty, that is correct. 
Senator Humrurey. I thank you very much, Mr. Mason, for your 


comment and for the concise statement of the Commission. It is very 
helpful. Thank you. 


Mr. Mason. Thank you, sir. 
(The statement previously referred to follows :) 


FEDERAL POWER COMMISSION REPORT ON S. 1571, S6TH CONGRESS 


A BILL To establish a Department of Consumers in order to secure within the Federal 
Government effective representation of the economic interests of consumers; to coordi- 
nate the administration of consumer services by transferring to such Department certain 
functions of the Department of Health, Education, and Welfare, the Department of 
Labor, and other agencies ; and for other purposes 


This bill would enact the Consumers Act of 1959 and set up a new executive 
department, to be known as the Department of Consumers. It would be headed 
by a Secretary of Consumers to be appointed in the same manner as other cabinet 
officers. The bill also provides for an Under Secretary, an Assistant Secretary, 
and a General Counsel, all to be similarly appointed. 

The duty of the Department, under the bill, is to protect and promote the in- 
terests of the people as consumers of goods and services and its functions, 
among other things, are to present the consumer viewpoint in governmental 
policymaking, to represent the economic interests of consumers in proceedings 
before courts and regulatory agencies, to conduct a national consumers con- 
ference and to collect, evaluate, act upon, and disseminate information helpful 
to consumers in performing their economic function more efficiently. 

The bill would affect this Commission to the extent that the new Department 
would be authorized to intervene as a matter of right in any of the Commission’s 
proceedings upon a finding by the Secretary of Consumers that the determina- 
tion of such proceeding “may affect substantially the economic interests of con- 
sumers within the United States.” 

Furthermore, the new Department would serve as a channel through which 
complaints disclosing the use of any commercial or trade practice detrimental to 
the economic interests of consumers would be transmitted to the department or 
agency whose regulatory authority provides the most effective means to secure 
relief for the complainant. 

While the Federal Power Commission would have no direct interest, except 
as indicated above, in the scope of the authority to be given to the proposed 








meee ee i ee ee ee a 6h ee ee 





t. 


Fa 
~ 


ee OS 


= 


a ne 


eS SS 


ESTABLISH A DEPARTMENT OF CONSUMERS 71 


Department, its functions and duties are so broadly defined as to call for investi- 
gations, studies, and reports on the rates for utility services which are fixed by 
all Federal and State regulatory agencies. 

art II of the Federal Power Act provides that rates and charges for the trans- 
mission or sale of electric energy in interstate commerce shall be just and 
reasonable, and authorizes procedures for the determination and fixing of such 
rates. The Natural Gas Act likewise provides for Federal regulation of natural 
gas rates, and part I of the Federal Power Act imposes certain restrictions upon 
electric rates of licensees under the Power Act. In accordance with these statu- 
tory provisions the Commission is responsible for seeing that utility rates sub- 
ject to its jurisdiction are reasonable and fair to all segments of the public 
interest, particularly consumers. (See Federal Power Commission v. Hope Nat- 
ural Gas Co., 320 U.S. 591 at 610). 

Section < 311 of the Federal Power Act authorizes and directs the Commission 
to conduct investigations regarding the generation, transmission, distribution, 
and sale of electric energy, however produced, and to secure and keep current 
information regarding capacity and output; the cost of distribution, transmis- 
sion, and generation of energy; the rates, charges, and service to consumers; and 
the relationship of such facts to commerce and the national defense. As a re- 
sult of the Commission’s operations under this section, it has become the prime 
repository of information with respect to all aspects of the electric industry 
throughout the United States. The Natural Gas Act carries no section parallel 
to section 311 of the Federal Power Act but the Commission has been recom- 
mending for the past several years that it be given such broad investigating 
power with respect to the natural gas industry. (Nee, e.g., the Commission’s 
38th Annual Report (1958), p. 18, item 14.) 

The Commission is in agreement with the purposes and objectives of the spon- 
sors in their efforts to aid and protect the American consumers, and, although 
the bill contains a saving provision (sec. 11) that it shall not be construed to 
alter, modify, or impair the provisions of any act providing for the regulation of 
the trade or commerce of the United States, such as the Federal Power and Nat- 
ural Gas Acts, we believe that the functions and activities of the proposed De- 
partment of Consumers are so broadly defined in this bill that they would in 
considerable measure duplicate and perhaps conflict with those of existing Fed- 
eral and State agencies concerned with the investigation and regulation of rates 
of the electric and gas utility industries. 

The Commission considers itself bound to protect the interests of consumers 
of electricity and natural gas. Evidence offered in Commission proceedings by 
the new Department might, in some degree, aid it in making its decisions, but, 
on the other hand, such intervention might delay or prolong proceedings to a 
degree that would make them incompatible with the public interest which in- 
cludes consideration of the interests not only of the consuming public but also 
of the particular producing industries involved. 

The Commission recognizes that the legislative proposal in this bill presents 
primarily a question of policy for determination by the Congress. Nevertheless, 
while we are not opposed to the bill in principle, its enactment without clarifica- 
tion as to its effect vis-a-vis existing State and Federal utility regulatory laws 
would, in our opinion, probably engender administrative delay and duplication 
of effort without commensurate public benefits. 


Senator Humpnurey. Mr. Strassburg, Assistant Chief of the Com- 
mon Carrier Bureau, of the Federal Communications Commission. 

You have Mr. Escola with you? 

Mr. Srrasspurc. Yes, sir; this is Mr. Escola of our General Coun- 
sel’s Office. 

Mr. Chairman, I have a very brief statement which summarizes the 
comments previously submitted by the Commission. If you please, 
I would just as soon read it. I don’t think it would take more than 
a few minutes. 

Senator Humpnrey. Go right ahead, please. 
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Mr. Srrasspure. My name is Bernard Strassburg and I am Assist- 
ant Chief of the Common Carrier Bureau of the Federal Communica- 
tions Commission. Appearing with me is Charles R. Escola of the 
Office of the General Counsel. 

The Commission has already submitted its comments to the com- 
mittee with respect to S. 1571 and I would like the opportunity to 
briefly summarize those comments and I am prepared to answer any 

uestions which the committee may have regarding the interest of 
the Federal Communications Commission in this bill. 

S. 1571 would establish a Department of Consumers whose duty 
would be to protect and promote the interests of the people of the 
United States as consumers of goods and services made available to 
them through the trade and commerce of the United States. Insofar 
as the general purposes and objectives of S. 1571 are concerned, I am 
authorized to state that the Commission is of the opinion that this 
involves a question of legislative policy for the determination of the 
Congress. 

However, to the extent that the bill would embrace interstate and 
foreign communication services of communication common carriers, 
subject to the regulatory jurisdiction of this Commission under the 
Communications Act of 1934, as amended, we are of the view that the 
responsibilities, duties, and powers proposed to be vested in the De- 
partment of Consumers and in large measure, duplicate the statu- 
tory functions of this Commission and, as a consequence, may hamper 
or defeat effectuation of the objectives of S. 1571. 

Section 1 of the Communications Act, states in part that the Fed- 
eral Communications Commission was created— 
for the purpose of regulating interstate and foreign commerce in communication 
by wire and radio so as to make available, so far as possible, to all the people 
of the United States a rapid, efficient, nationwide, and worldwide wire and 
radio communication service with adequate facilities at reasonable charges. 

The Commission is charged with the responsibility for establishing 
and maintaining just and reasonable and nondiscriminatory rates, 
charges, practices, classifications, and regulations for and in connec- 
tion with interstate and foreign communication services furnished by 
common carriers, and for insuring the adequacy and efficiency of such 
services. The powers and responsibilities of the Commission are 
more fully set forth in the comments we have submitted earlier to the 
committee. 

There are several instances in which the proposed Department of 
Consumers would duplicate the functions of the Federal Communi- 
cations Commission. An example is found in section 7 of S. 1571, 
which provides that the Department shall receive and investigate 
complaints of consumers regarding practices which may be detr imental 
to their economic interests. Under section 208 of the Communications 
Act the Federal Communications Commission is charged with the duty 
to investigate complaints made against common carriers regarding the 
propriety of their interstate rates and services. 
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Another illustration is found in section 9 of the proposed legislation 
which would require the Department of Consumers to conduct sur- 
yeys and investigations into the levels of prices for goods and services 
affecting consumers, the factors entering into their establishment, and 
their reasoné ableness. 

It would therefore appear that the Department would have authority 
to conduct investigations regarding the reasonableness of the charges 
for interstate and foreign service of communications common ¢ar- 
riers ¢ and thereby duplic: ite the rate regulatory functions of this Com- 
mission prov ided for in title II of our act. 

The Department would also have authority to conduct investiga- 
tions regarding— 
the degree to which the trade and commerce of the United States succeeds in 
satisfying consumer heeds for goods and services. 

Under section 214 of the Communications Act the Commission has a 
parallel authority to inquire into the expeditious and efficient per- 
formance of services by communications carriers and, if the service is 
found to be deficient, require the carrier to provide adequate facilities. 

A third illustration of duality of responsibility is found in section 

9, which would authorize the Department to require any corporation 
ceed in commerce whose assets exceed $5 million in value to file 
annual and special reports regarding sales, assets, earnings, produc- 
tive capacity, volume of production, selling prices, costs of production 
and distribution. 

Section 219 of the Communications Act requires the Federal Com- 
munications Commission to obtain from communication carriers de- 
tailed annual, monthly, and special reports, including among other 
things the above-mentioned items. 

When the provisions of this bill as they may relate to interstate 
communications are compared with the provisions of title II of the 
Communications Act, a substantial duplication of functions me 
exist between the proposed Department of Consumers and the Federal 
Communications Commission. Consequently, as we noted in our com- 
ments, it would appear appropr late that S. 1571 be amended to provide 
that the Department of Consumers’ power of investigation, handling 
of complaints, and the filing of reports should not be extended to those 
communications services which are regulated by the Federal Communi- 
cations Commission. 

This concludes my statement and I respectfully request that the 
comments of the Commission directed to S. 1571 be made a part of this 
record, 

This concludes my statement, Mr. Chairman. 

Senator Humpnrey. We have present Dr. John M. Blair of the 
Antimonopoly Subcommittee who has been working with Senator 
Kefauver on this bill. I was wondering whether his inter pretation of 
the bill, S. 1571, was the same as yours. 

Dr. Blair, you heard Mr. Mason’s statement which reads, as 
follows: 


It would appear appropriate that S. 1571 be amended to provide that the 
Department of Consumers’ power of investigation, handling of complaints, and 
the filing of reports, should not be extended to those communications services 
which are regulated by the Federal Communications Commission. 
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I imagine this same general thing would apply to the Federal Power 
Commission, the Interstate Commerce Commission, and so forth, 

Mr. Srrasspure. I imagine it could very well, sir. 

Senator Humpurey. The implication was there in the statement of 
the previous witness, I believe. 

Mr. Srrasspure. I think perhaps it is a little presumptuous for us 
to speak for the other agencies. 

Senator HuMPHREY. “W hat about that, Dr. Blair? Does the bill as 
it is now proposed have jurisdiction that would supersede or dupli- 

cate the authority and jurisdiction of these regulatory bodies? 

Mr. Brarr. The answer to that question is an emphatic “No”—— 

Senator Humpnrey. It does not ? 

Mr. Buatr. With respect to their « adjudic ation functions. Regard- 
ing the powers conveyed to these agencies by Congress of issuing 
orders with a legal effect upon the 1 espondent, the bill is very care- 
fully designed to obviate the very type of criticism that has been 
presented here. 

This is done, as can be seen, by reference to the bill at page 7, 
sections 6(a) and then 6(b). There is a distinction between sections 
6(a) and 6(b). This distinction, I believe, goes to the heart of 
the patel criticism on which you have ‘asked me to comment, 
Section 6(a) says: 

Whenever there is pending before any regulatory agency of the United States 
(as defined by sec. 12 of this act) any matter or proceeding which does not 
involve the adjudication of the alleged violation, by any individual or corpora- 
tion— 
and so on and so forth— 
and the Secretary finds that the determination of such matter or proceeding 
may affect substantially the economic interests of consumers within the United 
States, the Department shall be entitled as a matter of right to intervene in 
such matter or proceeding as a party to represent the public interest of con- 
sumers by filing with such agency a duly certified copy of the finding so made 
by the Secretary. 

On this class of cases, which do not involve the adjudication of an 
alleged violation, all that the Secretary of Consumers can do is to 
present evidence concerning the effect of the proposed action, what- 
ever that may be, upon consumers. 

In other words, even where the action to be taken by the body does 
not involve the adjudication of a violation, all that the Secretary can 
do is to say in effect, “I want to have evidence concerning the conse- 
quences of this action on consumers presented to your body by my 
agency,” and the body must hear the evidence. 

It might take an hour; it might take 2 hours; it might take a day 
orso. In view of the length of time of many of these proceedings, the 
incremental time taken by the additional presentation of evidence by 
the Department of Consumers should not constitute an appreciable 
percentage of the total time involved. 

Senator Humrnrey. What about the ratemaking function? 

Mr. Bram. In the ratemaking function there is no violation of the 
law. That is the type of situation to which 6(a) would apply. All 
that the Secretary of Consumers can do is, in effect, to have the right 
to have evidence heard concerning the effect of the probable action 
upon consumers. 
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Where, however, what is involved before the regulatory agency does 
involve the adjudicaticn of an alleged violation—I am referring now 
to section 6(b)—then the Department. of Consumers can do even less. 
Here, all that the Secretary can do is merely to make its evidence 
available to the trial counsel or other appropriate official of the agency 
who is making the ar gument on behalf of the agency. 

The wording of 6(b) is: 

The Department upon its own motion may, and upon written request made 
py the officer or employee of the United States or such regulatory agency who is 


charged with the duty of presenting the case for the Government in that matter 
or proceeding shall, certify to such officer or employee— 


that is of the regulatory body— 


all evidence and information in the possession of the Department relevant to 
that matter or proceeding. 


So if there is an adjudication of a violation, the agency doesn’t 
even have a mandatory right to appear to be heard. In that type of 
situation all that it can do is present evidence to the appropriate 
officer or employee of the regulatory agency, who, in effect, is trying 
the case, which is usually a tr ial counsel. 

Now, then, to further guard against any—— 

Mr. Strasspurc. May “I just interrupt for amoment, Dr. Blair? 

Senator Humpnrey. Yes. 

Mr. Strasspurc. We didn’t direct our comments specifically to the 
intervention provisions, the intercession provisions, of the bill. 

My comments, and the comments of the Commission, were directed 
to what we felt were primary objectionable features of the bill: 
namely, the authorization in the Department of Consumers to re- 
ceive complaints with respect to matters which would otherwise be 
complained to, to the FCC, as contemplated by the Communications 
Act, to conduct investigations and make evaluations of the propriety 
of rates, services, and practices which likewise is entrusted to the 
expertise of the FCC. 

We took no position with respect to the right of the Department 
of Consumers or any other agency of Government that has an inter- 
est to appear and present evidence either as a public witness or to 
assist the Commission’s staff in the development of its case. 

I wonder if you understood that that was the thrust of our objection. 

Mr. Bram. I was responding to Senator Humphrey's question, 
which, as I interpretes Lit, included not o1 ily the e xplici it reference to 
the duties that you have just emphasized but its implicit relevance 
to the representation function. After all, you did say that the duties 
of the proposed department would, “in large me asure,” duplicate 
those of your agency. 

Mr. Srrasspurc. I would agree, I guess, that if the powers of the 
Department were so de limited as to exclude them from m: aking inves- 
tigations and surve vs W ith respect to communications services, from 
entertaining complaints from members of the public, that that would 
pretty much mean that their wherewithal to intervene meaningfully 
inan FCC ratemaking or adjudicatory proceeding would be seriously 
limited. 

Mr. Buarr. One of the reasons for the inclusion of the complaint- 
receiving function was brought out in the statement presented on 
behalf of Senator Kefauver yesterday: namely, that the consumer 








76 


doesn’t know who to complain to. This is particularly a problem in 
the general area of industry, manufac turing, and so forth, where the 
consumer has a problem concerning a particular product. or service, 
in which he believes there is a legitimate cause for complaint. Cer: 
taining, my experience in the few years I have been up here has given 
me a very, shall I say, respectful view of the intelligence displayed 
by many typical constituents of Senators who write most intelligent 
letters setting forth legitimate grievances concerning their role as 
consumers. 

In many instances they, themselves, say that they are writing to 
the Senator because _ don’t know who in Gov ernment. to write to, 

We have found that particularly the case in the subcommittee’s 
drug investigation where even a P hil: adelphia lawyer would be at a 
loss to know whether to address his « vomplaint concerning misleading 
advertising of an ethical drug product to the Food and Drug Admin- 
istration or to the Federal Trade Commission. 

Senator Humrnrey. This is a common problem. I would say that 
half the mail of a Congressman or of a Senator relates to the con- 
fusion of the citizen, an understandable confusion, as to who to go 
to if you want to complain about what is going on in your Govern- 
ment. 

I get more information about social security in my office, more re- 
quests on it, than the social security office does out in Minnesota, 
because the people have never been brought up to believe that the 
social security office is supposed to help the people. 

Asa matter of fact, with all due credit, there isn’t any real approach 
to the public on that basis. The social security office sort of works 
with other social security people, you know. It is professors talking 
to professors and never getting to the students. 

We in the Congress become the conduit through which every con- 
ceivable kind of complaint works its way into the channels of Govern- 
ment. 

I tell the people in Minnesota, I say, “Don’t try to figure out this big 
Government. It is hopeless. You have got to be down here a long 
time to even know how to get to the Post Office Department. Why 
don’t you just write to me. I have people on the public payroll that 
you pay for and we will try to find somebody that knows something 
about it.” 

I want to tell you it takes a meeting of the best lawyers I have in 
the office plus top staff people to find the answers to my constituents’ 
inquiries, to find what agency of Government is responsible, to find 
whom to talk to. 

I must say that the other day there was a terrific accident right 
near my home in Minnesota. It is one of a series of accidents—I am 
sorry the ICC witness isn’t here. 

I think anywhere from 12 to 15 people have been killed at this rail- 
road crossing in the last 4 to 5 years. It is a regular occurrence, two 
or three carsasummer. The train goes through that town about 60 to 
80 miles an hour. This one was going through at 87 miles an hour. 

I have been trying to find out whom to protest to. I took it up 
with the railroad; they put a little sign up there that says something 
like, “If you don’t want to get killed, | don’t get on this track.” 

That is about what it says. 
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There was no blinker on it. 

Then I reported it to the ICC. Five people were just killed a week 
ago there. I think there have been 19 killed in 5 years. 

Now, I am a U.S. Senator. I am supposed to know where to go to 
report these things. So I reported this to the ICC. I found out they 
didn’t have anything to do with it at all. I reported it, then, to the 
State Regulatory Commission in Minnesota. 

Well, this is an interstate railroad. I guess they have some author- 
ity, but they have not done much about it. And so then I referred it 
to the railroad, but nothing has been done about it yet. I suppose 
there will be another 10 people killed. They prefer to hire lawyers 
to fight the suits rather than to put up a blinker. 

This is am: izing. 

But who do you complain to? This is what Dr. Blair is getting at 
about the complaint division. It is a serious matter. 

Let’s say, for example, somebody thinks he is getting rooked or 
hooked on the rate structure. I am not talking about the Pennsyl- 
vania Railroad or any other large corporation. They know where to 
go. They hire a lot of people that know where to go. But I am talk- 
ing about Mrs. Smaltz. She is a nice lady, too. She i is a citizen. 

‘She pays taxes, and she doesn’t get. h: lf ‘of the exemptions that the 
Pennsylvania Railroad does. She really pays it on the line. 

Who does she go to? She writes to her Senator. They hire a 
Senator at $22,500. a year to accept complaints. That is 50 percent of 
our work in the office today, complaints, and 25 percent of it is just 
getting people to the right offices. They can’t find their way in this 
maze that we call Government. So the other 25 percent we divide up 
between legislative and appearing before committees, appearing in 
the Senate. 

If we could ever get the Consumer Department set up to receive com- 
plaints, we might be able to do some work in this Congress. That is 
why I have taken a great interest in this bill. 

Mr. Brarr. That was one of the reasons Senator Kefauver included 
this provision in the bill. He, of course, like all Senators, has had 
years of experience of receiving complaints from people ‘who fre- 
quently in their letters would say they are complaining to him because 
they know that what they are complaining about involves a Govern- 
ment agency, but they don’t know which Government agency to com- 
plain to. 

Senator Humpnrey. One other thing that would be helpful is when 
they write to a Government agency, its officials would act like they 
bell to get elected, and try to find the answer quick. 

The people i in my office are so trained that everybody who writes to 
us, Writes the most important letter that they w ill ever receive in their 
life. If I find out that it is not answered promptly and intelligently, 
they will not be answering any more letters. 

In other wor ds, the answer is not supposed to be one of those “thanks 
for your views” kind of response, or “we will be looking into this. 

This is a matter of being on the job, to put it in the business ver- 
nacular, getting the business, getting the trade. 

So I start out in my office on the basis that the Government is wrong 
and my constituent is right, and then I direct my staff to proceed on 
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that basis, and that you must pursue the Government with a relent- 
less perseverance, because there is an inbred type of resistance. 

You have to go in depth. And then after I have let the staff work 
on all the other staff members in the Departments, then I have to get 
on top of the Secretary, the Secretary of Defense or somebody else, 
andeallhim. It isarez al game. 

I could write a book about this. My “consumers” at home find, 
after we have worked through the administrative system, the legis. 
lative counsel, my assistant, my staff people, we finally get around 
to where it ends up with some morning—like this morning—when 
before coming here, I have got to be on the telephone c alling up 
the assistant secretary in charge of something and saying: 

“Now, look, I don’t want to ¢ collect my old-age pension before I get 
an answer. These people out home, they live a long time, over 80 
years, they die, and I want an answer now. 

And then we get one. But, why do we have to do that, to digress 
on this subject for a moment ? Why don’t we get answers in a hurry? 

Here is what the language says: 

If effective action to secure such relief for the complainant cannot be taken 
by the Department under authority conferred upon it, such complaint shall be 
transmitted by the Department to the department or agency of the United States 
whose regulatory or other authority provides the most effective available means 
to secure such relief for the complainant. That department or agency shall 
then consider the complaint so transmitted, take such action thereon as that 
department or agency shall determine to be appropriate, and transmit to the 
complainant a written reply describing the action so taken or, if no action is 
taken upon such complaint, the reason for its inaction. A copy of each such 
reply shall be transmitted to the Department. 


That ought to get something done. You have no objection to that, 
do you? 

Mr. Srrasssure. Senator, I would say this: It would seem to me 
that that contemplates, in effect, a duplicate apparatus to the one 
that is already set up to receive, evaluate, and pursue complaints to 
their ultimate satisfaction. 

Now I agree that there are problems with our citizenry finding 
its way about our Government, to know to whom to direct complaints. 

In the context of my experience, we don’t have that problem, at 
least we do get a good number of congressional references, but people 
generally know that the Federal Communications Commission is 
charged with regul: ating the Bell System, Western Union, and we do 
get a great number of complaints directly. 

Senator Humrnrey. Let me ask you, for example, about TV com- 
mercials. I get thousands of letters about radio and television, just 
thousands of them about the kind of programs that are on, from 
decent people, church people, people that are concerned about. the 
moral qualities of our citizenry, and people that are concerned about 
the kind of ads. 

For example, you are bringing up a child, your little boy. Who 
looks at the television the most? Mostly it is the children. What 
do they see? Ads of beer, cigarettes, and what have you. I ask you, 
is thata good idea ? 

Secondly, everybody is getting shot. Now, how does mother com- 
plain about that? My wife took a dim view of some of these things 
and she wanted to know whom to complain to. I said, “You are 
talking to him,” but she said, “You don’t do anything about it.” 





in 
as 





ESTABLISH A DEPARTMENT OF CONSUMERS 79 


Boonie write to me. Shouldn’t they be writing to you? 

Mr. StrrasspurG. Your question, Senator Humphrey, is outside my 
‘mmediate competence and forte. I am going to let Mr. Escola, the 
assistant general counsel, comment on that, if you don’t mind. 

Senator Humpurey. Yes. 

Mr. Escona. Yes, sir, Senator. 

Senator Humpurey. We are just posing some cases here informally. 

Mr. Escoua. The problem that you have discussed concerning pro- 
graming, radio, and television, is one which gives the Federal “Com- 
munic ations Commission a good deal of concern. As a responsible 
agency, we would like to increase the level of programing. 

The violence, murder, death, the various factors which do go into 
so much of the programing, are not necessarily good. I believe IT can 
speak for the Commission in this respect. 

However, our statutory authority in this regard is somewhat limited. 
We have to begin, first, with section 326 of the Communications Act, 
which is the censorship provision, and that generally provides that 
the Commission shall have no power of censorship over program 
material. There is no clear-cut legal authority within the frame- 
work of the Communications Act. 

Senator Humpurey. Have you ever asked for it from Congress? 

Mr. Escona. Yes, sir. As a matter of fact, as you may know, 
Senator, we have recently discussed with the Sen: ite, Senator Magnu- 
son’s committee, the possibility of setting up a Bureau of Investiga- 
tion and Compliance for which we ask some $300,000. 

The report which was recently released increased our budget, but 
there was a caveat in that report that this additional money was not 
to be used for monitoring as it might relate to programing. 

The report tended to indicate rather sharply, in my opinion, that 
the Commission should not enter the field of programing. 

There is always the question of what is good taste and what is bad 
taste. We all have our ideas. 

Senator Humpnrey. That is a very delicate problem, I recognize 
that. I want my inquiry or my general comment here which was 
made in good spirit, not necessarily in criticism, to be understood that 
these are the kinds of things that a Senator gets. When the payola 
business was up and all of this trouble about the radio and television 
was before us, or was being widely reported after a congressional 
hearing, there was an obvious concern in the public mind. 

And this generates, these investigations generate, a great deal of 
interest. The people just don’t know where to go. 

What I am getting at is that the average citizen does not look upon 
the Federal Communications Commission or the Federal Power Com- 
mission or the Federal Trade Commission as his agency; do you see 
what. I mean ? 

The people that look upon the Federal Communications Commis- 
sion as an agency are the radio and television people and the telephone 
people. This is a regulatory body, as one of its functions. It also has 
some other functions. But it is the regulatory aspect, the granting 
of licenses and franchises that has moved to the forefront, and this 
is understandable. 

The same thing would be true, may I say, in terms of the Federal 
Power Commission. 
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I am sure that no citizens that I can think of would be writing to 
the Federal Power Commission about gas rates they are paying, even 
though I suppose that is where they “ought to write. At the loca] 
level, of course, it would be at your local or your State regulatory 
agency. : 

Have you ever made any report or tabulation of the number of 
complaints that you have received from citizens on the quality of 
programs or on advertising on programs? Has the Congress ever 
received such a report? Has the general public ever rec eived one? 

Mr. Escoxa. No, sir: I don’t believe that a precise tabulation as to 
the complaints concerning programing has been made. 

However, I would like to say this: That the radio and television 
programing has been under study by the Commission for some time, 
and I anticipate that this study will be complete within the reasonably 
near future. 

For instance, in December of 1959, the Commission began many 
days of en banc hearings where they heard approximately | 90 to 100 
witnesses who discussed what programing should be, what it should 
not be. 

We from time to time, almost daily, I might say, do get letters of 
inquiry or complaint concerning programs. We answer these as best 
we can within the limitations of the authority that the Congress has 
seen fit to confer upon the Commission with respect to programing. 
So it is not a problem with which we are unaware. 

As a matter of fact, the study of programing and the fields that 
are allied to programing, such as advertising, production, that sort 
of thing, was Gesets, as I recall, in 1957, by the Network Study Group, 
a special congressional budget being set up for that purpose. 

The Commission is now trying to bring all of these various facets, 
all of this voluminous information that they have gathered over this 
period of intensive investigation, together into one bundle; and I am 
sure that as soon as possible, that report will be made available to 
Congress. 

Senator Humrurey. That would help a great deal, if that report 
was made available, in the furtherance of your legislative requests. 

Mr. Escona. Yes, sir. 

Senator Humpurey. It seems to me if you are going to make a legis- 
lative request of the nature that has been made, that you will need 
strong documentation. 

There is a natural—and I trust a well regarded—hesitancy on the 
part of Members of Congress to set up censorship boards of a public 
nature. I feel that we are treading on a very delicate subject and 
on very uncertain ground. 

Mr. Escona. We all share that concern, Senator. 

Senator Humrnrey. There is no point in prolonging this. What 
we are really trying to get at here, to summarize it, is to simplify or to 
properly channel the approach to Government by the citizen, when 
he has a complaint as a consumer. 

Secondly, to centralize, at least to a reasonable degree, those facili- 
ties that are designed to receive the complaints. 

I would not want to take away from our regulatory agencies the 
authority which has been imposed i in them. As I see this proposal of 
the Department of Consumers, it would be to maximize the effective- 
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ness of the regulatory agency insofar as that duty of the regulatory 
agency relates | to the general welfare. 

‘T recognize that each of your agencies has specific, you might 
say professional, responsibilities, like in FCC you have got a tre- 
ih saa responsibility in the granting of licenses. 

That, of course, takes into ‘consideration the general welfare, too. 
But there is a followup on it. We are talking now of programing, 
scheduling, advertising, and all of that. Here is where I believe that 
a Department of Consumers could be of some help. 

We don’t need to debate the point. I will just say that one of the 
provisions in the proposed bill is called the saving provision of sec- 
tion 11, which, I think, underscores what I was saying a moment 
ago. 

Nothing contained in this Act shall be construed to alter, modify, or impair 
any provision of the antitrust laws, or of any Act providing for the regulation 
of the trade or commerce of the United States, or to prevent or impair the 
administration or enforcement of any such provision of law. 

Mr. Escona. Yes, sir, we took emphatic notice of section 11. We 
feel in view of the remarks you have made, and the legislative history 
that is presently being made with reference to this bill, undoubtedly 
our function would not be seriously impaired. 

Senator Humpurey. I believe that will be all, gentlemen. I am 
sorry that we have taken so much of your time. 

Mr. SrrAsspurG. It was a pleasure to be here, Senator. 

Senator Humpurey. You are cooperative witnesses just to discuss 
a problem that is much broader than that which relates to your own 
agency, because your agency does have kind of a dual function: 

One to the trade, so to speak, which is a real responsibility; and 
the second one is to the general public, and they are not necessarily in- 
dependent. In fact, they are interdependent. 

Mr. Escona. Yes. 

Mr. Srrasspura. I would like to say, though, at least so far as com- 
mon carrier regulation is concerned, that we do recognize a primary 
responsibility to the consumer or to the public. 

Senator Humpurey. Yes. 

Mr. Srrasspura. To protect his interest, because that is why we have 
been established as an agency, not because the monopoly needs pro- 
tection, but because the consumer needs protection. 

Senator Humpurey. Yes, sir, I am sure that is the overriding pur- 
pose. I hope you gentlemen would not think that I am being picayun- 
ish when I say that unless there are times that those of us in Govern- 
ment are reminded of this—and this is true of Senators, Congressmen, 
and executive officials—we have a tendency to be worked on-so much by 
people who seek privilege or who seek permit or who seek what they 
think is their just right in terms of the economic factor that you are 
apt to be moved away from what you call the general welfare concept. 

I can find myself, as a Senator, so set upon by individual groups, 
somebody that wants this done because I am on the Committee on 
Agriculture—not the farmers as such—but somebody that may be in 
the processing field or in the warehousing field or something else. 
Then I am over here in the Committee on Foreign Relations, and 
somebody has a keen interest on export business as it relates to the 
Mutual Security Act, and the first thing I know, unless I can have a 
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few moments with myself or have somebody really shake me up good, 
I find myself spending most all of my time as sort of a lawyer without 
fee, so to speak, just representing private interests. 

I think a man in Government—and I say this as almost a con- 
fession—I think that every one of us in Government, in the executive 
agencies and in the legislative : agencies, need to remember that there 
are a large number of people who don’t have the chance to keep at 
your ear all the time. 

You have to think of them. You have to go out of your way to 
think of them. 

This is what we were saying to the Federal Trade Commission here 
in another hearing the other as iy. It isn’t just enough to investigate 
the complaints that come to you. Asa public agency, you should be 
surveying the economic terrain and the social structure to see whether 
or not there are developments which may take their toll upon the 
general public unless they are checked. 

We put this in the field of foreign policy. One of the mistakes J 
think we have been making is we constantly wait until something 
rears its ugly head to a point where you could be blind, and still not 
miss it. You just have to face up to it. This is what we call reaction to 
a set of events. 

Well, the intelligent foreign policy is one that looks down the road 
10 years, one that looks to Latin America and asks: Is Castro an 
oddity or is this a pattern of things to come? 

Are you going to wait until there is a Castro in some other country, 
or are you going to see what happened and why he got there and what 
you are going to do to prevent it? 

This is what I think we have to do in Government. That is why 
I am interested in these hearings. Executive officers, legislators— 
in the spirit of cooperation, not in harassing each other—I am not 
interested in harassment of our officials—but I think we need to project 
our thoughts as to whether or not all of our time is being taken up by 
the immediate pressures or whether we are looking ahead in terms 
of the general objectives of our program. 

That’s all I have to say. 

Mr. Srrasspure. Thank you, Senator. 

Senator Humpnrey. Prof. Persia Campbell of Queens College, New 
York. 

Dr. Campbell, we certainly want to welcome you to this committee. 
You have been a patient witness, I should say a patient citizen up to 
now. 

We appreciate your staying overnight. We know of your fine 
record of service to your country, and to your profession. 

Am I correctly informed that you were one of the staff officers of the 
Temporary National Economic Committee, TNEC ? 

Miss Camppetn. I wasn’t a staff officer, but I worked with them. 

Senator Humpnrey. You worked with them and served with Gov- 
ernor Harriman in New York in the consumer agency in that govern- 
ment; is that correct? 

Miss CamppEty. Yes, sir. 

Senator Humpnurey. You were the head ? 

Miss Camppe.u. I was consumer counsel. 

Senator Humpnrey. Let me ask you this: 
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Do you want to read your entire statement, or do you want to 
summarize it and give us the benefit of your own spontaneous 
evaluation ? 

Miss Camppetn. This is a ~— spontaneous statement, Senator. 

Senator Humpiurey. Go right ahead. 

Miss CampsBe.i. I would be very glad to have you interrupt me 
at any time or ask questions. I must say I have been ver y interested 
jn your responses to other witnesses, sir. It has been enlightening. 

Senator Humpurey. By the way, what. happened to the consumer 
agency in New York? It seems to me I recall something in the 
newspapers about that. 

Miss CamppBe.u. Well, sir, I regret to say that it was abolished 
when we had a change of administration. 

Senator Humprnurry. Was it established by Governor Harriman 
when he came in? 

Miss CAMPBELL. Yes, sir. It was a pioneering attempt to repre- 
sent the consumer interest. in government at a State level. 

Senator Humrurey. And was it abolished immediately after Gov- 
ernor Rockefeller came in ? 

Miss Campreti. Yes, sir, it was not continued. 

Senator Humpurey. Or just recently ? 

Miss Camppe.u. No, it was not carried on at all under the new 
administration. Some of the information functions were transferred 
to the department of commerce, but we thought that was rather 
bad, making consumer information captive to the department of 
commerce. 

The enforcement functions, of course, are with the attorney general. 

Senator Humpurey. Of course, this is the point that we are making 
here in this proposed legislation: That everybody’s business is no- 
body’s business. 

Miss Campsett. That is right. I couldn’t agree with you more. 

Senator Humpurey. And you have the consumer interest. so widely 
dispersed it becomes lost in what I was just trying to talk about a 
moment ago. There is only so much time in the d: iy, and if you don’t 
watch out, the one that is the unorganized, the one that doesn’t have 
the big lobby down here is the one that gets the short end of the stick, 
so to speak. 

Miss Camppett. I was very much interested, Mr. Chairman, in 
what you had to say about the complaints provision in the Consumer 
Department bill. 

Within the short period we were operating in New York State, 
we served both the legislators and public agencies, as well as the 
consumer public, in trying to pass out information, receiving com- 
plaints and so on, the kind of thing that you were talking about a 
few moments ago. 

Senator Humpnnrey. I see that one of my colleagues, Senator 
Keating, had this to say about the State of New York: 

Parenthetically, I am proud to say that New York State under the able 
leadership of Governor Nelson A. Rockefeller and Attorney General Lefkowitz 
is taking dynamic and effective steps to safeguard the consumers against fraud 
and illegal and unfair practices. The consumers fraud protection office set 
up under the attorney general’s office is already operating well. 

The office handles complaints for consumers, and if evidence is found of 
fraud, initiates proceedings. This is typical of progressive and vigorous ad- 
ministration which now guides the destinies of New York State. 
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Would you like to comment on that ? 

Miss Campsetu. All I would like to say, sir, is that it represents 
a very bad situation when a Senator finds it noteworthy to say that 
an enforcement officer is trying to enforce the law, and I think this 
is part of the problem here. 

There is so little apprec iation of the consumer point of view or 
the consumer interest that it becomes a newsworthy event. 

Senator Humeurey. All right, will you proceed ¢ 

Miss Campsett. Thank you, sir. 


STATEMENT OF PERSIA CAMPBELL, PROFESSOR OF ECONOMICS, 
QUEENS COLLEGE, FLUSHING, N.Y. 


Miss Campsetu. I very much appreciate this opportunity to speak 
in support of S. 1571. First of all, I should like to separate consider- 
ation of the principle embodied in the bill and the procedure or 
mechanism provided for ¢ arrying it out. Senator Kefauver and the 
distinguished Senators who cosponsored the bill have testified elo- 
quently to the need for consumer representation in the decision-mak- 
ing processes of Government relating to economic policies and pro- 
grams. I shall therefore limit myself to emphasizing a few of the 
supporting arguments that have already been made, and to c larifying 
some background points, including two or three definitions, if you 
will permit me. 

First, I take exception to a definition advanced this morning by 
Commissioner Walrath. I think it is very important that we should 
not confuse the functions of the Consumer Department as concern- 
ing buyers at different levels in the marketing process. ‘This was one 
of the serious weaknesses in the National Bituminous Coal Commis- 
sion back in the late 1930's. 

We then set up a Commission with a Consumers-Counsel, but there 

yas no Clarification as to the meaning of “consumer.” ‘The Counsel 
decided he should try to represent buyers at all levels of the economy. 
But since their interests were very diverse, at times you had repre- 
sentatives of the utilities advancing their interests through the Coun- 
sel’s office as against the interests of the final buyers—the buyers for 
final use. 

I think it is very important to identify the “consumer” with those 
who spend income for final use. Otherwise, you have a confusion of 
function. Buyers at different levels of the marketing process are al- 
ready organized; the wholesalers, retailers, utility people, and so on. 
What we want is representation of the final users, and if you will 
excuse my saying so, sir, it is not just the interests of the housewife or 
the shopgirl. 

The consumer is everyone who spends personal income—when you 
buy yourself a ticket to go home to Minnesota, you are spending i in- 
come which you have worked hard to earn. You are performing a 
function not only for yourself and your family, but in terms of the 
total national income. I do think it is very important to clarify this 
definition. 

Senator Humpurey. Yes, I do feel this is important to clarify. 
This is one of the points that has come up several times and I think 
the definition of “consumer” is a very vital factor. 
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WHAT IS THE CONSUMER POINT OF VIEW? 


Miss Campse.L. The consumer point of view can be defined for our 
present purposes as the point of view of people as they perform the 
function of spending—or saving for later spending—personal income 
for final use. This function is enormously important, involving last 
year the handling, day by day, in relatively small amounts per person, 
an aggregate sum approximating $300 billion; this represents much 
the greater part of the total national income. 

Students of economic stability and economic growth have, over the 
past few years, become seized of the significance of consumer motiva- 
tion in the spending- savings ratio. Businessmen have been trying 
to discover through the mysteries of MR—that is motivational re- 
search—and otherwise, w hy the expenditure pattern is what it is, and 
what are the forces of change in consumer choice, as a guide to future 
planning in a highly complex economy. ‘There is no question that the 
consumer function is clearly identifi: ible and admittedly basic to our 
economic welfare, not only the welfare of the individual family, but 
also of the economy as a whole. 

What is not so well recognized is that in performing their function, 
the consumer public have a point of view, not clearly articulated for 
the most part, but identifiable in relation to their function. 

It is a rather generalized point of view compared with the special- 
wed point of view of a producer group, whether farmers, retailers, 
wage earners, manufacturing or so on. It must be admitted that the 
consumer point of view, though real, is not easy to grasp, for whereas 
the producer objective, in any producer category, can be expressed 
generally in quantitative dollar terms, the consumer objective is satis- 
faction, a state of mind. 

But, though not so easy to define or measure, the consumer objective 
expresses our whole economic purpose. We must learn to explore its 
meaning and reflect it in our public programing if we are to have a 
“sound” ec onomy—that is to say an economy which maximizes satis- 
faction. In this connection it should be pointed out that the consumer 
interest is, in fact, a more workable concept than the public interest, 
since it relates to a definite economic function performed by all those 
who spend their money for final use. 





WHAT IS THE CONSUMER INTEREST? 


As a first step in definition, we may say that the consumer interest 
is to use personal income at the market most efficiently to panes the 
best possible material foundation for the desired way of life. A dol- 
lar is worth only what it will exchange for in satisfying goods and 
services. If it is not exchanged to maximum advantage if the con- 
sumer does not get what for him is the best buy—part of the labor that 
went into earning the income is wasted, and also part of the natural 
resources that were used up. 

If I may say so, sir, the illustration you gave yesterday of a pair 
of shoes is an example of this, because you waste money which some- 
body worked hard to earn it, you waste money in buying goods that 
have no real value. You also waste the labor and resources that went 
into making them. 
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CONSUMER INTEREST IN AN “ORGANIZATIONAL” ECONOMY 


The above preliminary definition assumes a free market economy 
which is self-regulating in the public interest, mainly because of two 
inherent forces: effective competition on the selling side of the market 
and informed consumers on the other, exercising “consumer sover- 

eignty.” But anumber of our modern economists have given adequate 
evidence, suppor ted by testimony at various legislative heari Ings with- 
in the last 2 or 3 years, that neither of these forces is opert ating auto- 
matically or effectively today and particularly not in the so-called ad- 
ministered price area of the economy, which appears to fall midway 
between the regulated utilities and the free market. 

To the extent that we are moving toward an “organizational” as 
distinct from a “free market” economy, we must be prepared to intro- 
duce new or strengthen old regulating forces if we are to realize our 
economic potential i in terms not only of higher but of satisfying levels 
of living. 

To the extent that decisions are made behind the market over which 
the individual consumer buyer can have no effective control, Govern- 
ment action is necessary to strengthen consumer organization through 
recognition and information, as historically it has acted to strengthen 
wage earners and farmers, so consumers can use their organized 
influence at the point where decisions are, in fact, made. 

This is an extension of the principle of consumer sovere ignty. 

Professor Galbraith has popul: rized the recent concept of “counter- 
vailing power”; this is useful but it dite eM sterile balance of forces. 
“Consumer sovereignty’ suggests growth, i t expresses purpose, what 
all this getting and spe nding is for. 

With rare exceptions, people in their function as consumers have 
not been in a position to confer on a group basis with organized pro- 
ducers. I believe that many of our current troubles stem from this 
fact—bad ethical practices, inflation, waste of resources. Strength- 
ening of the consumer position would be beneficial to responsible 
businessmen particularly as we move into a period that will be char- 
acterized by more “discretionary buying.” 

People as consumers have not organized effectively in the past. 
This 1s understandable though unfortunate. Most of the spending 
has been done by busy housewives, in small lots, and as one of many 
scattered activities. Moreover, historically, we have been producer- 
minded and efforts to organize people as consumers, or even to further 
consumer information have been discour aged if not actively opposed 
by certain special interest group who have feared the possible effect 
on their profit position. 

A change seems in the making in consumer attitudes. There is ¢ 
greater awareness of the public as well as pr ivate nature of consumer 
responsibility. Over the years consumer opinion has tended to express 
itself in sporadic outbursts in response to scandals. But there is now 
evidence of a more sustained consumer awareness, of less timidity in 
expressing a point of view, of a strengthening of consumer organiza- 
tion. This has an important bearing on the matter being considered 
here today, because effective consumer representation in Government 
will in the long run depend on the strength of the supporting con- 
stituency, and this constituency will, in turn, be strengthened by a 
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central focus in Government—as was clearly evidenced in New York 
State in 1955-58. 

Senator Humpurey. May I just interrupt 1 minute? 

Miss CAMPBELL. Yes, sir. 

Senator Humpurey. You are talking now, of course, about public 
policy, governmental policies. What we have seen, as you have indi- 
cated, 1s s the effective work of the producer groups or of service groups, 
or proc essing groups, on the institutions of Gov ernment. For exam- 
ple, in any area of endeavor, whether it is in agriculture, in mining, 
timber, in the retail trades, in manufacturing, there are alw ays groups 
down here in Washington on the tax bill, on the farm program, on 
the problems relating to the Federal Trade Commission, and every- 
thing that you can think of. 

The man in public office is under considerable pressure from these 
groups, some more, some less, some more than others. This is partic- 
ularly true of an elected official. 

You can go out here and battle your heart out for the consumer 
and where is he when you go to look for him? You can stand up in 
Congress and work for a particular group and that group will most 
likely come to your defense when you are in need as a candidate or 
as a public officeholder to speak up for you, for example. 

We say around here in Congress, for example, that so-and-so comes 
from a mining State or so-and-so comes from a wheat State or so- 
and-so comes from a textile State, and the Members of Congress 
understand each other about this. They understand, for example, 
that you will have some special concern for that particular segment 
of industry which is characteristic of your State or of your economy. 

It is to be hoped by Members of Congress that if you go to bat for, 
if you fight for, if you work for the maintenance, for example, let’s 

say, of the textile industry in a particular area, that the textile manu- 
facturers, and the textile workers, will be appreciative, and they might 
even go to work for you sometime in your election. 

That is not alw ays assured, but they might. 

But let us say, for example, that you make it your business to see 
that the consumers get a little better price in something; do you think 
this would be appreciated ? 

Miss CAMPBELL. You mean in getting elected ? 

Senator Humpnrry. Don’t misunderstand me. Some of us, for 
example, have conflicting viewpoints about natural gas—a frank, open, 
and honest argument. There are those who said, “Look, we come from 
gas-producing States and the producers down there are not being 
overpaid and we are going to stand up and protect those producers,” 
and the producers were well organized. 

I come from a natural-gas-consuming State, and I want to tell you 
the consumers were not organized. The only ones I really ever heard 
from were the distributors of natural gas. I didn’t hear anything 
from the people, and I must say that I get about 750 letters a day from 
my State, so I get a lot of letters. 

[ heard from the middleman that handled the gas off the pipeline. 
T heard from the Minneapolis Gas Co., which is a very fine company 
and which does a good job. But I didn’t hear very much from any- 
body that used natural gas. 
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You know, sometimes you get a little discouraged about these things, 
As a matter of fact, I caught all kinds of trouble from the gas com- 
panies. They had people working up in my State trying to defeat 
me because I voted against the so-called natural gas bill. I under- 
stand their point of view. I am not particularly angry with them. 

After all, the producers have a right to say, “That fellow Humphrey 
is not my friend, and he ought not to be in Cc ongress.” I expect that, 
As a matter of fact, I would have thought that they were not on their 
job if they did not take a dim view of my position on natural gas. 

I do not dislike them for it. In fact, I like some of them quite well. 
They are very fine people. But where are the people that you are 
supposed to be benefiting? I mean, here we are trying to save the 
consumer a considerable sum of money on the price of natural gas 
But where were the rewards ! 

The rewards that you get should be from the fact that the public 
understands what you are trying to do and that they respond. 

Now, you put your finger on it a moment ago. You said we have 
had a few scandals, here and there, and when that happens, people 
get excited. Of course, this is what I think is wrong with the whole 
legislative process. In other words, to get anything done we have 
got to practically find that somebody has wrecked the country or 
besmirched the whole profession or a segment of the economy before 
we really move into action. 

This is the kind of crash programing, scare programing, that I 
think lends itself to excessive legislation, to really sometimes very 
foolish things that we do out of sheer public hysteria, as the history 
of most so-called scare legislation reveals. 

How are we ever going to get the American consumer so that he 
takes a good long-range view of what is in the public interest and 
private interest? That is the problem we face. 

Miss Campse. It is wonderful to hear you say that. With respect 
to natural gas, Senator, it isn’t quite as bad, I think, as you say. I was 
consumer counsel in the State of New York during the main con- 
troversy over that legislation. I had a State advisory committee rep- 
resenting the consumers. We were on the ball down here all the time, 
you may remember. 

Senator Humpurey. You were very good. 

Miss Camppseti. Yes; but this was expressing a consumer interest. 
Also, the mayors of many of the big cities represented consumers on 
this issue. 

Senator Humenrey. I have received more mail about the sale of 
alcoholic beverages on airplanes than I have received on all the con- 
sumer subjects in 12 years in Congress. 

L have received more mail on what we ought to put in the pledge 
of allegiance—the words that we should put into the pledge of al- 
legiance—than all of the consumer interests put together that I have 
heard about in 35 years. 

I get barrels of mail on such things. Somebody proposes that we 
put a monument out on some hill on some patriotic subject or some- 
thing and I will get thousands of pieces of mail, my staff is inundated 
with it, but if you propose that the consumer ought to have a little 
better shake in the market place, it isa nice idea, but—— 

Miss Campse.tut. You will remember 100 years ago labor was not 
recognized, either. You had practically no labor movement, if this 
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is what you are speaking of. I emphasize that is what this bill is 
trying to do. First of all, it helps clarify the consumer function. 

Many people think this is something a woman gets interested in 
now and again. 

Senator Humpnrey. I hope women do. Womanpower in this coun- 
try is more powerful than atomic power. 

‘Miss Campsetu. It isn’t so easy for the woman with a thousand 
things to do to get organized about this interest. Just as the Govern- 
ment helped labor get organized as a balance in the economy, so, I 
think, it isa definite function of Government to help consumers. This 
is one of the things that would happen as a result of setting up a Con- 
sumers Department. ‘There is a strong potential interest. You are 
getting it much more effectively or ganized than previously. 

You have to cl: any the idea and then give a stimulus. You will 
remember in the 1930’s when we had the Consumers Advisory Board 
inNRA. You are aa young, Senator, to remember. We also had a 
consumers counsel in the Department of Agriculture. There was an 
organized consumer movement beginning to reflect up through these 
Government agencies, but they were abolished. 

It is very difficult, first, to get people to comprehend how important 
the consumer function is in our economy; the need to represent that 
function will be greater if we move away from a free market economy. 

Secondly, we have to focus interest on it. If this is done by a Gov- 
ernment agency as it was with labor, and with farmers, you will get 
people articulating their consumer point of view through this channel, 
as well as through lay organizations. 

In New York State I had a State advisory committee, and local 
advisory committees, and we had a definite expression of consumer 
interest, but, of course, we were just getting our roots in, as it were, 
over the short period of time of our administration. I think it is 
important for the whole economy, not just for the individual family, to 
focus attention on the consumer interest. 

Senator Humrnrey. Yes. I think the points that you have made 
here relating to the economy, to represent a view of consumer interests, 
and the forces which must be br ought into play to realize the economic 
potential have great validity indeed. 

Iam sorry that I am the only Senator here, because, sir, these factors 
need to be thoroughly understood by all of us. 

Dr. Blair just mentioned something to me that I have been thinking 
about. In this whole program of automation, who is to benefit? It 
seeis to me this is of paramount importance to the consumer be vause 
otherwise, if old standards of pricing are adhered to with these new 
scientific advancements applied to the productive process, the entire 

market structure gets out of balance. I think we have seen this in a 
number of investigations that have taken place here of late. 

Miss Camppeti. And also of keeping attention on our fundamental 
objectives, Senator. 

What is it all for? Unless you have some interest really focusing 
attention on objectives, you are just going to get lost, I think. 

Senator Humrurey. In other words, the whole purpose of automa- 
tion ought to be for the benefit of the general welfare; to put it in more 
specific terms, of the consumers plus the producers. 

I would think, for example, that we may have enough automation 
inthe economy. We may have to some day reduce the age of retire- 
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ment, or the benefits under retirement, as one of the fruits of automa- 
tion if we don’t carefully consider its impact. 

For example, I was at a factory in West Virginia where there were 
187 employees only 2 years ago and they are now producing on 3 


” 


shifts and they have 5 employees on each shift. They had 187 on 
1 shift before. 

The product is better, the production schedule is maintained. They 
have almost, not quite, tripled their production because of scientific 
or technological developments, and there are only 15 people on the 
job. The other 172 people had to find some other work. 

This poses the real serious problem of where the benefits of automa- 
tion go. How are they to be shared? How is the pie to be cut? 

Miss Campsett. And also, sir, under this new technology, of course, 
the consumer goods coming off the line are more complex. People 

an’t exercise their proper “role as informed consumers in selecting 
among them. This is an important economic function. Otherwise, 
our resources are wasted. 

Perhaps you already know, sir, that the consumer movement, which 
is becoming organized now, though still embryonic, is dev eloping in 
many other countries. An international consumer testing organiza- 
tion was set up just a few months ago, with representatives from a 
number of European countries, Australia, and United States—coun- 
tries where you have these new technological developments. 

You are beginning to get an emphasis and an organization about 
the consumer interest, which I think is significant. 

Senator Humpnrey. In my opinion, consumer interests will compel 
most producers to produce quality goods. And you will pay for what 
you get and get what you pay for. 

Go right ahead. 

Miss Campsetu. I am afraid I am too academic as a professor. 

Senator Humpnrey. You are doing very well. 

Miss Camppety. You said that consumers don’t often come before 
legislative hearings, but you know they have often been made to feel 
they were not welcome. I have been down at different times—I am 
not referring to your hearings, sir—when consumer representatives 
just felt that ‘they were not wanted around. 

It takes somebody who is a little tough with a strong feeling of 
purpose and the strength of some kind ‘of organization behind ‘him 
just to appear. The proposed Consumers Department could facili- 
tate the appearance of consumers. It isn’t that they don’t want to 
come, but they don’t know where to come; they are scared ; they don’t 
know how to behave. 

I remember on one occasion an individual came before a hearing 
we had in Albany, and I must say she was very effective. She was rep- 
resenting one of the settlement. house neighborhoods. She said, “Gen- 
tlemen, I am seared to de: ath,” and she was scared to death. It was 
the first time she had ever ap pe: ared before such an august body. But 
she said, “It is so important for the people I live w ith, my neighbors, 
that I just had to take my courage in hand and come.’ ; 

Now, an agency could facilit: ite appearances, not direct the testi- 
mony, but m: ake it easier to come, tell people where the rooms are, who 
the people are, and so forth. 
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Senator Humpnurey. Also, the expense factor is involved. If you 
represent a rather large economic interest, you can deduct business 
expenses from your income tax. 

But if you are just an interested consumer and you come down to 
Ww ashington to testify, that is a little private expenditure that is not 
deductible. 

I see that happening many times, and therefore it has been a little 
policy of my own that I believe in, taking the Government on out to 
see our people. We had an instance here not long ago where a num- 
ber of farmers were deeply concerned about a problem, and I figured 
out the total cost of the number of witnesses that these different farm 
groups wanted to send. 

They are not large groups—creamer ies, farmers’ union locals or a 
farm bureau county organization. They don’t have much money. 
They are not organized that way. I figured we saved the consumer 
in this instance about $3,000 by taking one staff member and one Sen- 
ator out to Minne polis and gett ing the chamber of commerce to give 
us a room to hold the hearing in; and they did just as well as coming 
down here and maybe a little better because they were more free to 
talk. 

Miss Camppett. I do not know whether you want me to take any 
more of your time, sir, but until you stop me, I will be glad to continue. 

Senator Humpnrey. Go right ahead, please. 


GOVERNMENT ACTION IN THE ECONOMY 


Miss Campsei. In considering the provisions of S. 1571, we must 
also keep in mind the all-pervasive role of Gov ernment in our modern 
economy. It may not always be effective in carrying forward the 
most desirable national police; y but there is no question of its effect, 
through positive and negative action, on price, quality, quantity and 
terms of sale of the great range of goods and services that ecome—or 
do not come—on the retail market. Laissez- faire isa myth. 

In the process of economic policymaking, administration, and regu- 
lation by Government, it is common knowledge that special interest 
groups play a dominant role, both directly through their lobbies and 
educational activities, and also through the great administrative de- 
partments oriented to their interests. 

No one except those who have peutic ipated directly in policymaking 
by governmental agencies can have a real sense of the nature and 
strength of the pressures exerted on public officials by special interest 
representatives. This applies not only in policymaking, but also in 
the administrative and regulatory activities of Government—some of 
the improper aspects of these pressures have been revealed by scandal- 
ous disclosures within the last. few years. 

If the consumer interest, which approximates the public interest, 
and reflects our economic goals, could be effectively presented through 
an official responsible for giving it voice, and through expanding lay 
organizations, it could offset these special interest pressures and, hope- 
fully, minimize those that are improper through disclosure and the 
logic of facts. 

The experiments in consumer representation made at the Federal 
level during the 1930’s and recent experiments at the State level have 
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indicated both the practicality of identifying the consumer interest 
and the desirability of bringing it to bear on the policymaking proc- 
ess, to public advantage. 

Governor Harriman has testified on different occasions to the value 
in policymaking of the point of view expressed by his consumer coun- 
sel, an adviser with cabinet rank, during his administration in New 
York State. 

It is a major purpose of S. 1571 to bring this generalized consumer 
point of view to bear on the complex policymaking, administrative, 
and regulatory processes of Government. With this I am in com- 
plete accord. 

At the hearings held in January 1959 by the Senate Subcommittee 
on Antitrust and Monopoly with respect to Senate Resolution 231, 
Prof. Corwin Edwards argued that one of the reasons why the anti- 
trust policy has not been more effective in insuring a vigorous com- 
petitive economy is that there is no central agency, or “high-level” 
persons in Government “with access to the White House,” respon- 
sible for thinking broadly about the effect of Government policy 
upon competition and keeping this problem before the attention of 
top policymakers. 

Just as problems of agriculture get considered because there is someone who 
has to think about agriculture as a whole, and just as problems of labor get 
considered because there is someone who has to think about labor as a whole, 
there should be somewhere in the Government someone who has to think about 
the bearing of the policies of Government on competition as a whole. 

Senator Kefauver quickly picked up this point, in a somewhat dif- 
ferent connection, noting that one of the prime needs in our Govern- 
ment is to have some agency which would be thinking about con- 
sumers— 
would analyze the effect a certain action would have on the consumer * * * 
I used the same reasoning that you did, that every other special interest is 
represented, commerce by the Commerce Department, labor by the Labor De 
partment, agriculture by the Agriculture Department and so forth * * * 
sometimes a Government department, in the interest of trying to serve the 
segment of society that comes under its jurisdiction, will take some action not 
thinking about the effect it is going to have on consumers as a whole. 

You must know, sir, from your own experience that this happens 
very often. 


MECHANISM FOR CARRYING OUT CONSUMER REPRESENTATION 


Senator Kefauver then went on to consider the problem of pro- 
cedure or mechanism for carrying out the principle of consumer repre- 
sentation, as distinct from supporting the principle itself. 

There are— 
he said— 
problems of where this agency will be and what it will do and to whom it will 
report ; how it will get in to be heard ; how it will be considered. 

The mechanism provided by S. 1571 is a Department of Consumers 
through which the consumer point of view can receive recognition at 
least on a level with the points of view expressed by the special admin- 
istrative departments; with a right to be heard before the regulatory 
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agencies whose decisions affect the nature and functioning of the 
economy, and therefore affect the consumer interest—there can be no 
question that much of the trouble that has fallen upon the regulatory 
agencies in the last few years results from their gradual preoccupation 
with intraindustry disputes rather than a concern for the consumer 
interest Which, as pointed out above, is, in this context, a more work- 
able concept than the public interest, both in the short and long run. 

The new Department is also to provide an administrative center 
for those existing agencies and bureaus whose main responsibility 
is consumer protection or consumer information, and which are pres- 
ently scattered among other departments whose major responsibilities 
lie elsewhere. 

I have no doubt that such a reorganiztion as provided by the bill— 
perhaps with some modifications or extensions—would help advance 
the programs involved. Governor Ribicoff has brought about a some- 
what similar reorganization of agencies and programs in Connecticut 
through the new consumer protection department in Connecticut. 
This provides a central consumer focus and the programs strengthen 
each other; they will find further support in unified channels to the 
consumer public. 

The Federal agencies and bureaus under consideration here do 
not presently represent a consumer point of view in policymaking be- 
cause this is not their function. The infusion of their activities with a 
new central purpose, a reinvigoration, would help also to protect 
them better against the penetration of improper influences such as 
have recently been disclosed even within the Food and Drug Adminis- 
tration. Such influences will, of course, attempt to defeat any plan 
for reorganization. 

One can understand, without approving, the objections raised by 
the agencies and bureaus involved, based in part on fear that a new 
department in a controversial area would not be able to secure even 
their present limited appropriations, given the recognized weakness 
of the consumer movement as presently constituted. 

This fear in itself reflects the major problem which the bill tries 
in part to solve: the present lack of a vigorous sense of the consumer 
interest within the Government as now constituted. The proper 
development of our complex economy calls for more imaginative 
pioneering. 

However, the proposed reorganization is not an essential part of S. 
1571; what is essential is the principle of consumer representation. 
This should be carried into effect whether or not there is any reorgani- 
zation. In the latter case, the proposed mechanism would be modified. 
In any such modification, the Federal experience with consumer repre- 
entation during the 1930’s—the Consumer Advisory Board to NRA, 
the Consumer Counsel in AAA, and later the Consumer Counsel to the 
Bituminous Coal Commission—should be given careful consideration ; 
ind also the more recent experience at the State level, particularly 
in New York, Massachusetts, Connecticut, and California. 

Certainly, whatever official channel that is set up for the continuing 
expression of consumer opinion within the structure of Government 
must be free of control by departments and agencies oriented to other 
interests, 
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It must have direct access to the top policymaking center, and mug 
also be in continuous contact with consumer opinion through a4. 
visory committees, conferences, and in other ways. 

It must have Presidential authority to coordinate (as distinct from 
“reorganize”) the activities of agencies and bureaus with consumer 
protection and information functions and infuse them with a centr} 
purpose. 

It must also have authority to work constructively with public 
agencies and private groups oriented to other economic interests with 
a view to developing joint programs for economic development jp 
the complex future. I should like to add that while I was consumer 
counsel to the Governor of New York, I found it possible to develop 
major legislative and educational programs in cooperation with re. 
sponsible representatives of other economic interests. - 

If I may say so, Senator, we passed very comprehensive legislation 
governing consumer installment sales credit in all its aspects in Ney 
York in the period 1956 to 1958. We did it through a process of 
negotiation. It is very far reaching, this legislation. Every sale of 
goods or services on time in New York is now subject to regulation 
with an administrative agency responsible for seeing the law is carrie 
out. In developing this legislation we had to learn to be realists 
Over a period of 3 years, we got the whole package of bills through 
by unanimous consent of a legislature where we had a Democratic 
administration and a Republican legislature. Further, all these bills 
were passed with the support of the responsible elements of busines 
involved, through a process of negotiation, because responsible busi. 
nessmen understand that in the long run they are protected by such 
legislation in competition against their unfair competitors who engage 
in all kinds of unethical practices. 

There is no fundamental divergence of interest among different 
economic groups. This credit legislation took us 3 years of continu. 
ous negotiation, but we arrived at this gratifying result. This, I think, 
is a very proper procedure for a consumer representative in Govern- 
ment—to be a focus around which all these various economic interests 
‘an, in fact, find accommodation and a major area of agreemnt. 

Senator Humeurey. I like the approach in your statement that 
the most important thing, is the principle of consumer representation 
at the high levels of government. 

The subject of the modifications, the reorganization, and so forth, 
while important, is secondary in terms of having the consumer it- 
terest, recognized, and the principle of consumer representation estab- 
lished at the focal point where decisions are made. 

Miss Camppe.t. This is important. 

Senator Humpurey. That is a point that you wish to stress? 

Miss Campse... That is one of the points. 

Senator Humpnrey. And the second matter, it seems to me, that we 
ought to get through your testimony, among others, is the experience 


that we have gleaned from the States that have entered into this pic | 


ture of consumer representation. 

I believe that when we reopen hearings again on this subject mat 
ter, we will want to bring in more of the State representatives and 
the consumer interest groups in the States of Connecticut, California, 
and others. I understand that Governor Brown has found this tol 
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a very effective program in his own State, even though it is in its 
infancy. 

Didn’t you cooperate with the Governor’s people / 

Miss CampseLu. I was with Governor Brown last summer in ad- 
yising on setting up the program, selecting a consumer counsel. I 
might say, sir, that I think he has also found it politically advanta- 

us. You brought this matter up before. There is a very definite 
recognition of the fact that this is an important, progressive program. 

Senator Humpurey. Yes. 

Miss CAMPBELL. In any State. 

Senator Humprurey. | think we have to discuss all of these sub- 
ects openly. Quite obviously, people look to what are the advantages, 

th public and private, in all actions. It seems to me that there 
could be great political advantage in a program of this nature, par- 
ticularly at a State leval. 

Miss CampBELL. I should add, sir, in New York State we were de- 
feated in the election in 1958, despite the consumer program, 

I only have one or two other paragraphs. 

Senator Humpurey. Go right ahead. 

Miss Campse.i. To have an effective democracy we must create a 
situation where there can be mutual understanding of, and respect 
for, the roles played by all major groups in the economy. 


MORE ADEQUATE RESEARCH AND EDUCATION IN CONSUMER PROBLEMS 


A well-informed consumer public should not be a frightening pros- 
pect for a responsible businessman. Government traditionally has en- 
gaged extensively in research and information programs to help 
farmers become more efficient ; we are even embarrassed by their rapid 
and remarkable increase in efficiency. Much has also been done to 
help small businessmen improve their operations. 

But very little has been done to help the consumer perform the 
dificult role of spending the family income to best advantage—and, as 
an aggregate, the national income, which, as I mentioned earlier, is 
about $300 billion; this is a lot of money to be spending for consumer 
goods and services. 

The proposed consumer agency would be authorized to engage in re- 
search necessary to carry out its advisory function from the consumer 
point of view, and also to give information to consumers to help 
them both to get their dollar’s worth in the market, and to perform 
their new role in an organizational economy. 

Every time legislative action is proposed to correct market abuses, 
the immediate reaction of opponents is to suggest more consumer 
education as a panacea. Certainly, we can all do with much more 
consumer education than is presently available. 


CHANNELS FOR COMPLAINT 


One further provision in S. 1571 should be noted; namely, that 
the proposed Consumer Department should be authorized to receive 
consumer complaints, transferring those that fall within the jurisdic- 
tion of other agencies of Government. Consumers are generally igno- 
rant of the provisions of law designed for their protection, and of the 
agencies responsible for carrying them out. One result is that these 
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laws too often are not well carried out, a fact which contributes to 
undermining respect for democratic processes. If I may repeat what 
I said a little earlier, sir, the fact that Senator Keating finds it im- 
portant to say that an enforcement agency, the Attorney General, js 
trying to carry out the law reflects this situation. 

A central consumer agency directly geared to the consumer interest, 
would be the source of newsworthy information to the mass media and 
their coverage would be a significant factor in consumer education. | 
should like to take this opportunity to say that the media were gen- 
erally most helpful in the development of the consumer program in 
New York, despite many prognostications to the contrary. 

In reaffirming my support of S. 1571, I express my belief that pro- 
vision for consumer representation in the structure of government 
and for a central focus of consumer interest would lead to greater 
clarity with respect to our economic policies and would help keep them 
in line with our democratic goal: promotion of the general welfare. 

Senator Humpurey. Professor Campbell, we are very grateful to 
you. Icould spend all afternoon discussing this remarkable paper that 
you have presented. It is brilliant testimony, and your wealth of 
experience has been shared with us. 

We will have you back again. 

Miss Campsety. Thank you for giving mea good time. 

Senator Humpurey. In the meantime, you just analyze this bill as 
carefully as you can, and if you have any constructive suggestions we 
will be delighted to receive them by communication. Thank you so 
much. 

Miss Campsetit. Thank you very much. 

Senator Humpnrey. We have Mrs. Dorothy Goodman, of Wash- 
ington. 

Mrs. Goodman, I understand that Mrs. Brady was unable to be with 
you. 


STATEMENT OF MRS. DOROTHY GOODMAN, IN BEHALF OF 
CONSUMERS UNION 


Mrs. GoopMAn. Yes. I represent Consumers Union in Washington. 
Mrs. Mildred Brady, who is editorial director of Consumers Union, 
deeply degrets she is not able to be here today. Her husband’s serious 
illness has taken a turn for the worse and she has had to stay in New 
York. I believe, Mr. Chairman, it would be not an exaggeration to 
state that Mrs. Brady has spent more than a quarter of a century on 
the many problems of the modern consumer, so I know that it is a 
great disappointment to her personally not to be here today to express 
her views on this important matter. 

Senator Humpnrey. She has, indeed, contributed greatly to the wel- 
fare of the people in this country in her work in behalf of the con- 
sumers. 

Mrs. Goopman. At this juncture, Mr. Chairman, I should simply 
like to record Consumers Union’s support of S. 1571. The dynamic 
requirements of the highly complex technology of the 1960’s impose 
difficult decisions upon the Congress, the established departments of 
Government, and the Federal regulatory agencies. Spokesmen for pri- 
vate interests crowd the council chambers where these decisions are 
deliberated. 
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The consumer is not represented. Yet, in matters of economic 

licy, both large and small, the interests of the consumer—that is, of 
the ultimate consumer who buys goods and services for his own per- 
sonal use—define the public welfare. 

Consumers Union strongly urges, Mr. Chairman, formal consumer 
representation in the Federal Government. 

enator Humpnrey. Thank you very much for your cooperation. 
You publish an annual report, isn’t that right ? 

Mrs. GoopMAN. Monthly reports. 

Senator Humpnrey. And an annual report ? 

Mrs. GoopMAN. We issue an annual buying guide, yes, which sum- 
marizes the reports in the monthly magazines. 

Senator Humpnrey. I have seen them all over the country. Con- 

ratulations. ‘Thank you very much. 

Mr. Harold Seidman from the Bureau of the Budget. 

Mr. Seidman, we are happy to have you here. Do you want to reg- 
ister your opposition to this bill? I don’t mean yourself, I mean the 
Bureau’s. 

I have been holding hearings on bills for so long that the Bureau of 
the Budget has been against, I am getting a complex. 


STATEMENT OF HAROLD SEIDMAN, ASSISTANT CHIEF, OFFICE OF 
MANAGEMENT AND ORGANIZATION, BUREAU OF THE BUDGET; 
ACCOMPANIED BY NORMAN BECKMAN, MANAGEMENT ANALYST, 
OFFICE OF MANAGEMENT AND ORGANIZATION 


Mr. Serpman. Mr. Chairman, I might point out that personally I 
have been dealing with the Hawaiian and Alaskan transition, the 
omnibus bill which has been prepared under my supervision, so we 
are occasionally for legislation. 

Senator Humpnurey. You did a very good job. We want to com- 
pliment you. I hope you will take my remarks in the spirit of good 
fellowship and not with any personal reference to you, sir. 

Would you like to summarize your statement, Mr. Seidman? 

Mr. SerpMan. Yes, Mr. Chairman. I think the hour is growing 
late. I might read or just point out some of the highlights of our 
prepared statement. 

Senator Humpurey. Proceed in your own way, Mr. Seidman. The 
complete text of your prepared statement will appear at the conclu- 
sion of your remarks. 

Mr. Seman. I am pleased to appear before your committee to 
testify on S. 1571, a bill to establish a Department of Consumers in 
order to secure within the Federal Government effective representation 
of the economic interests of consumers; to coordinate the administra- 
tion of consumer services by transferring to such Department certain 
functions of the Department of Health, Education, and Welfare, the 
Department of Labor, and other agencies; and for other purposes. 

. 1571 would establish a new executive department to protect and 
promote the interests of the people of the United States as consumers 
of goods and services. The bill would transfer to that Department 
the Food and Drug Administration of the Department of Health, 
Education, and Welfare; the Division of Prices and Cost of Living 
of the Bureau of Labor Statistics; the Home Economics Research 
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Branch and the Human Nutrition Research Branch of the Agricy]. 
tural Research Service; and those elements of the National Bureay 
of Standards engaged primarily in research or testing of articles to 
be used by consumers. 

The Bureau of the Budget believes that. the protection and promo- 
tion of the interests of the people of the United States as consumers 
of goods and services is aoa should remain one of the basic objectives 
of all Federal agencies as a part of their responsibility to promote 
the public interest. 

Under existing law emphasis is properly given to protection of the 
public interest, not to the particular interests of special groups, 
whether they be producers, distributors, or consumers. 

We doubt that, in most instances, it would be possible to identify a 
separate and distinct consumer interest which would not be best 
served by measures in the broad public interest. Indeed, each indi- 
vidual or organization is concerned not only by the Government's 
actions which affect him as a consumer, but also by those actions which 
affect him as a producer or distributor of goods and services. 

Protection of consumers is a responsibility of all departments and 
agencies of the Federal Government. The general welfare of the 
people of the United States, all of them in a sense consumers and 
producers, must be considered by all Federal agencies in performing 
their statutory responsibilities. If any additional emphasis needs to 
be given to consumer interests, this should be accomplished by adjust- 
ments within the existing governmental structure rather than by 
establishment of a new executive department. 

I think, to comment on the testimony of some of the witnesses I have 
heard this morning, their objective is to obtain better representation 
of consumer interests in the policy formulation and decisionmaking 
process, rather than to create a whole new executive department in the 
Government. 

Senator Humpurey. You remember the arguments about creating 
a Department of Health, Education, and Welfare? 

Mr. SerpMAn. Yes. 

Senator Humpurey. I recall when I was teaching political science, 
that we used to read those reports that indicated somewhat the same 
point of view. 

But by the process of attrition and enlightenment we overcame those 
objections and we now have the Department of Health, Education, 
and Welfare. 

In other words, all of the functions of the HEW were being per- 
formed some place. If you had a political Geiger counter you could 
find them. We finally brought them together. The same thing, I 
think, could be said of agriculture. The Department of Agriculture 
came into being when / 

Mr. SempMan. There was a Commissioner of Agriculture established 
about 1862. 

Senator Humpurey. Yes. 

Mr. Serpman. I think the Department was established somewhere 
in the 1880’s. 

Senator Humpnrey. What I am getting at is there is no doubt that 
many of the services that are being talked about here in this bill are 
to be found scattered through this labyrinth of government. 
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But, as Professor Campbell said, someplace, somewhere, those of 
usthat do not have too much time for research can find a place that has 
a sign on it, I hope, that says the Department of Consumers, which 
will indic ate that they are supposed to be on the job, looking out for 
John Q. P ublic. 

Mr. SeripMANn. One of the problems that gives us very real concern 
uder S. 1571 is that the Department of “Consumers would be as- 
signed the function of representing and protecting the economic 
interests of consumers before regulatory commissions and in the 
formulation of Government policies. Assignment of this function 
to a separate department could carry the undesirable implication 
that other Federal agencies no longer have a direct responsibility 
for considering and safeguarding consumer interests. Such a result 
would defeat the basic objec tives sought by S. 1571. 

I think the chairman has mentioned this morning there has been 
some tendency—I don’t think, certainly, it was intended by Congress 
or contemplated in the law—for some agencies perhaps to over- 
emphasize the special interests of their clientele. 

Senator Humpnrey. They don’t have any choice. I am not critical 
of the agencies. I am sympathetic. I venture to say the minute I 

walk out of this room, there will be four or five people waiting for 
me because there will be legislation they are interested in upon the 
calendar. 

Somebody down there will be interested in the tax bill or explora- 
tion and development. There is somebody else interested in the Fur 
Labeling Act. Somebody else will be interested i in this or that. 

This is inevitable. And the agencies just become consumed with 
similar pressures of the interest groups. 

Again, this is not evil. I don’t want to have my remarks inter- 
preted as if this is some nasty conspiracy. It isn’t that at all. 

But the trouble is that the agencies are so busy just taking care 
of the complaints which the competitors are filing with them that 
they don’t get around to taking care of the complaint of Susie Belle 
of Cross Roads, Mo. She is a taxpayer, too; that is the point that 
weare trying to get across. 

Mr. Sempman. The point, Mr. Chairman, that gives us concern, 
however, is that these agencies are, and should remain, responsible 
for matters affecting consumers which relate to the public interest. 

If you create a Department of Consumers, you say, in effect, that 
they are the keepers of the conscience of the country as far as the con- 
sumers are concerned; the others don’t really have to worry much 
about this any more. And since the other agencies still have the 
operating authority under this bill, as was pointed out earlier, this, 
I think, would be an undesirable result from the point of view of the 
consumer. 

Senator Humpnrey. I would look upon it a little differently. I 
would look upon it as Lin Yutang once said as sort of the gadfly that 
stings these agencies into action. 

We need somebody that is the squeaky wheel that wants to see to it 
that the public gets a little consideration. That is the purpose of the 
bill. 

Iam not say ing this committee is going to agree to that at all. But, 
the consumer's voice has been hushed. ‘Somebody needs to come up 
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with a raspy voice who says: “Look at me, here Lam. What are yo, 
going to do about me? I have got a whole lot of complaints anq ] 
want you to listen to them. Not only that, you had better listen t) 
them because the Congress said you are supposed to listen to them 
and I have the ear of the President. I see him every week at the 
Cabinet meeting and you fellows had better recognize that I am jug 
as big as you are and I was appointed by the President, too, and ¢gp. 
firmed by the Senate. So let’s get on the job.” 

Go ahead, sir. 

Mr. SempMan. Creation of a new executive department. represents 


a fundamental change in executive branch organization. Such action | 


should not be taken until the functions of the new department and 
its relationships to existing agencies have been carefully defined, and 
there has been an opportunity for thorough exploration of the isgueg 


by the public, Congress, and the executive branch. In this connee. | 


tion, it should be noted that, aside from the Department of Defense | 
which was established in 1949, only one other new executive depart. | 


ment (Health, Education, and Welfare) has been created in the las 
50 years, despite the expansion of Federal responsibilities and pro. 
grams. 

That is the result of a rather long and deliberate process, as the 
chairman knows. ‘There were many proposals over a period of years, 
First, we had Federal Security Agency. The Department. of 


Health, Education, and Welfare was really the capstone of a long | 


development. I don’t think that we started out creating a new exee- 
utive aeons until we knew pretty well what it was to do and 
were prepared to give it a rather broad and important operating 
responsibility. 

Senator Humpurey. I believe you pointed out this bill indicates 
that the other agencies really are not doing their job. 

Mr. Seman. No. That was not the point I was making. 

Senator Humpurey. I thought that you did. 





Mr. Seman. The point I wanted to make was this: That enact | 


ment of this legislation would, in effect, carry with it perhaps the | 


implication that the other agencies can say, “Now we have a depart 
ment that is going to worry about consumers. This isn’t going to be 
our primary responsibility any more.” This was a matter of con 
cern, because we think the existing agencies are conscious of the needs 
of consumers in carrying out their functions. 

But this responsibility is balanced within the terms of the public 
interest, which is broader than merely the interests of the individual 
consumer. 

Senator Humpnrey. We could make that quite clear, if this legis 
lation were passed, that the responsibility is still there, and the legis- 
lation so states. 

For example, we established a Small Business Administration. I 
hope that the establishment. of a Small Business Administration has 
not. resulted in the attitude in the departments of Government that do 
procurement that they are supposed to forget about small business. 

One of the purposes of the Small Business Administration—and 
I think it ought to be a little more active on it—is it ought to be 
shaking up these departments once a week and saying: “Don’t for- 
get what we are here for,” because each of the departments has a re 
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sponsibility to small business. It is the hiring, so to speak, of a guard- 
jan of the interest. It is establishing what we call in the Congress, a 
watchdog committee. It is putting somebody on the job to speak out 
for a great segment of the American economy that has no one speaking 
up for it directly. wot 

Do not misunderstand me; I think that the agencies, the regulatory 
bodies, do speak up for these consumers indirectly and sometimes 
directly. But that 1s an additional emphasis. t 

Mr. Sempman. I might point out you mentioned the Small Busi- 
ness Administration, which, of course, has a larger role than that of 
merely an advocate which this Department would have. 

The Small Business Administration has authority and it has pro- 

ams of its own which it carries on to assist small business. It is not 
merely in the position of trying to persuade somebody else to do 
something. 

Senator Humpurey. Yes; it has. 

Mr. SempMAN. We believe that the establishment of a Department 
of Consumers would not be consistent with generally accepted princi- 
ples of Government organization. The first Commission on Organiza- 
tion of the Executive Branch recommended: 

The numerous agencies of the executive branch must be grouped into depart- 
ments as nearly as possible by major purposes in order to give a coherent mission 
to each department. 

Protection of consumers is not a separable major purpose of Govern- 
ment, but an integral part of the major purposes of Federal depart- 
ments concerned with the development and protection of the Nation’s 
health, welfare, resources, and economy. 

Organization of executive branch activities by major patron has 
proved to be the most satisfactory method of securing essential coordi- 
nation and minimizing overlapping and duplication. The proposed 
Department of Consumers well illustrates the undesirable results 
which are likely to flow from failure to observe this basic principle of 
Government organization. 

Departments and agencies have cited numerous examples in their 
reports to this committee where the functions of a Department of Con- 
sumers, under the provisions of S. 1571, would overlap, duplicate and, 
in some instances, conflict with those of existing agencies. Establish- 
ment of such an executive department would in no way simplify and 
make more manageable the conduct of the Government’s business. On 
the contrary, it would diffuse responsibility, complicate needlessly the 
coordination of Federal programs, and produce serious delays. 

This overlapping and duplication is not, as Dr. Blair pointed out, 
in terms of adjudication, but would be in investigation, complaints, 
surveys, and matters of that type. 

Problems of coordination would be aggravated further by the trans- 
fer to the Department of Consumers of certain constituent units of 
the Department of Health, Education, and Welfare, Department of 
Labor, the Department of Agriculture, and the Department of Com- 
merce. The Food and Drug Administration, for example, is concerned 
both with protection of consumer interests and with fundamental 
health problems. 

It would be most undesirable to separate the performance of these 
health functions from related functions of the Department of Health, 
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Education, and Welfare and to disrupt the present cooperative ye] 
tionships between the Food and Drug Administration and the Pybj 
Health Service. 

The research program of the Department of Agriculture’s Institute 
of Home Economics is also directed toward far broader objectives thay 
protecting the interests of consumers. ‘Two of the Institute’s three qj. 
visions, the Home Economics Research Branch and the Human Nutri. 
tion Research Branch, would be transferred to the Department of 
Consumers. The Institute’s research program is concerned with— 

(1) The basic needs of people for food, clothing, and shelter: | 

(2) Contributions that various kinds of goods and services a 
the market can make to satisfying these needs; 

(3) Levels of consumption of goods and services by different 
economic and regional groups; and 

(4) Preparation of materials that educators and policymakers | 
‘an use in developing programs to raise levels of living in this | 
country. 

Transfer to a Department of Consumers would inevitably narrow 
the focus of the Institute’s program. The same is true of the other 
programs proposed for transfer. 

The Bureau of the Budget is keenly aware of the needs and interests 


a- 


i¢ 


of the consuming public. We do not believe, however, that thos | 


needs and interests would be best served by departing from sound 
Pree of executive branch organization and, in effect, making 
a single executive department the custodian of consumer interests, _ 

Our concern with the consumer interests should not be isolated, but 
should be a common responsibility of all agencies and a common pur- 
pose of all pertinent Federal programs. In the final analysis, the 
interests of American consumers can only be protected adequately by 
utilizing all available Federal resources to curb inflationary pres- 


sures, to foster the maintenance of a sound and stable economy and | 


otherwise to protect the national interest. 
The Bureau of the Budget does not favor enactment of S. 1571. 
Senator Humpurey. I would just say this in quick response. The 


proposed legislation, as I see it—and I am sure that it will require | 


revision, if it is to be given favorable consideration—but I do not find 
in any language of the bill, and I read it late last night again getting 
ready for this hearing, anything that indicates that any of the re 
sponsibilities of any other agency are in any way diluted or in any way 
removed. 

In fact, the emphasis in the bill is upon acceleration of the activities 
of the other agencies. To put it simply, it says, “Get going. Put 
the public interest first.” So that I don’t think the charge relating te 
this bill by the Bureau of the Budget that it would supersede other 
agencies has merit. 

There may be very serious problems about reorganization. I think 





those are matters that will take time. But I think it would be mis | 


interpreting the express language of the bill to indicate that the pro 
posed Department of Consumers in any way dilutes the responsibility 
of the regulatory bodies or any other department relating to consumer 
interests. 

Mr. Buair. Mr. Chairman, may I just make one very brief com- 
ment. 
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rela. On page 3 of the statement there is a sentence: 


ublie We believe that the establishment of a Department of Consumers would not be 
consistent with generally accepted principles of Government organization. 
tute As I understand it, the bringing together of presently scattered 
than | activities similarly related in purpose and function under one roof 
edi-} ould not only be in harmony with but would, in effect, be required 
uttl- | py the current generally accepted principles of government 
tof | organization. 
| A cardinal principle of public administration is to avoid having 
Iter; different functions which are closely related and directed to some sort 
Son} of general purpose scattered among a different number of agencies, 
as is presently the case with respect to such consumer-oriented func- 
rent | tions of Goverment as do exist. 
What this bill does, among other things, is to accept this principle 
Kers | of government organization and bring the presently scattered con- 
this sumer functions under one roof where they will have common, unified 
| direction and policy. 
ae Mr. SeipMAN. May I comment on that, Mr. Chairman ? 
ther Senator Humpurey. Yes, sir. 
Mr. Sempman. I think it is quite clear from the discussion this 


| morning, from the groups of consumer interests which were discussed 
108 | here, we would be organizing in terms of special interest rather than 
_ major purpose. 
Ing Our point is that certainly protection of consumer interests is a 
* basic, major purpose of government, but it is not separable from other 
deisg major purposes. 
ava To take, for example, some of the agencies which are proposed for 
4 by transfer to the Department of Consumers under the terms of this bill. 
om The Food and Drug Administ ration’s functions are far broader than 
‘a the one function of protecting consumers. ; 
They are concerned with protecting the health of the people of this 
country. Their programs are tied in closely with those of the Public 
The Health Service. They are concerned with research on the efficacy of 
uire drugs, on the toxicity of drugs, as well as mislabeling and other 


find things, in testing the safety of products which are marketed. 
The functions of the Department of Agriculture, which are pro- 


. | posed for transfer, are much broader in scope than the one interest of 
wae | the consumer, and, as described here, the individual consumer. 

* | They are concerned with research regarding the home, the family, 
ities | and the needs of the family. If you put these functions in a Depart- 


Put | ment of Consumers, it would narrow the focus of those programs 
from what they are today and limit the purposes for which Congress 


5” | created them. é 
| Senator Humpnrey. But that is not the intent. 
mm | _ We have to move along. I do appreciate your expression of opin- 
nie | 19n on this and the views of the Bureau of the Budget, although we 
pro. take exception to them. 
lity | (The statement previously referred to follows :) 
mer | $rareMentT oF HaRo_p SEIDMAN, ASSISTANT CHIEF, OFFICE OF MANAGEMENT AND 
ORGANIZATION, BUREAU OF THE BUDGET 
om- 


Mr. Chairman and members of the committee, I am pleased to appear before 
your committee to testify on S. 1571, a bill to establish a Department of Con- 
sumers in order to secure within the Federal Government effective representation 
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of the economic interests of consumers ; to coordinate the administration of ¢op. 
simmer services by transferring to such Department certain functions of the De- 
partment of Health, Education, and Welfare, the Department of Labor, and other 
agencies; and for other purposes. 

S. 1571 would establish a new executive department to protect and promote 
the interests of the people of the United States as consumers of goods anq 
services. The bill would transfer to that Department the Food and Drug 
Administration of the Department of Health, Education, and Welfare: the 
Division of Prices and Cost of Living of the Bureau of Labor Statistics; the 
Home Economics Research Branch, and the Human Nutrition Research Branch 
of the Agricultural Research Service; and those elements of the Nationa) By. 
reau of Standards engaged primarily in research or testing of articles to be 
used by consumers. 

The Bureau of the Budget believes that the protection and promotion of the 
interests of the people of the United States as consumers of goods and services 
is and should remain one of the basic objectives of all Federal agencies ag q 
part of their responsibility to promote the public interest. Under existing law 
emphasis is properly given to protection of the public interest, not to the par. 
ticular interests of special groups, whether they be producers, distributors, or 
consumers. We doubt that, in most instances, it would be possible to identify 
and define a separate and distinct consumer interest which would not be best 
served by measures in the broad public interest. Indeed, each individual or 
organization is concerned not only by the Government’s actions which affect 
him as a consumer, but also by those actions which affect him as a producer 
or distributor of goods and services. 

Protection of consumers is a responsibility of all departments and agencies 
of the Federal Government. The general welfare of the people of the United 
States, all of them in a sense consumers and producers, must be considered by 
all Federal agencies in performing their statutory responsibilities. If any addi- 
tional emphasis needs to be given to consumer interests, this should be aceom- 
plished by adjustments within the existing governmental structure rather than 
by establishment of a new executive department. 

Under S. 1571 the Department of Consumers would be assigned the function 
of representing and protecting the economic interests of consumers before regu- 
latory commissions and in the formulation of Government policies. Assign- 
ment of this function to a separate department could carry the undesirable 
implication that other Federal agencies no longer have a direct responsibility 
for considering and safeguarding consumer interests. Such a result would de 
feat the basic objectives sought by S. 1571. 

Creation of a new executive department represents a fundamental change in 
executive branch organization. Such action should not be taken until the fune- 
tions of the new department and its relationships to existing agencies have been 
carefully defined, and there has been an opportunity for thorough exploration 
of the issues by the public, Congress, and the executive branch. In this con- 
nection, it should be noted that, aside from the Department of Defense which 
was established in 1949, only one other new executive department (Health, 
Education, and Welfare) has been created in the last 50 vears, despite the 
expansion of Federal responsibilities and programs. 

We believe that the establishment of a Department of Consumers would not 
be consistent with generally accepted principles of Government organization. 
The first Commission on Organization of the Executive Branch recommended: 
“The numerous agencies of the executive branch must be grouped into depart- 
ments as nearly as possible by major purposes in order to give a coherent 
mission to each department.” Protection of consumers is not a separable major 
purpose of Government, but an integral part of the major purposes of Federal 
departments concerned with the development and protection of the Nation's 
health, welfare, resources, and economy. 

Organization of executive branch activities by major purpose has proved to be 
the most satisfactory method of securing essential coordination and minimizing 
overlapping and duplication. The proposed Department of Consumers well 
illustrates the undesirable results which are likely to flow from failure to 
observe this basic principle of Government organization. Departments and 
agencies have cited numerous examples in their reports to this committee 
where the functions of a Department of Consumers, under the provisions of 
S. 1571, would overlap, duplicate, and, in some instances, conflict with those of 
existing agencies. Establishment of such an executive department would in no 
way simplify and make more manageable the conduct of the Government’s busi- 
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ness. On the contrary, it would diffuse responsibility, complicate needlessly 
the coordination of Federal programs, and produce serious delays, 

Problems of coordination would be aggravated further by the transfer to the 
Department of Consumers of certain constituent units of the Department of 
Health, Education, and Welfare, Department of Labor, the Department of Agri- 
culture, and the Department of Commerce. The Food and Drug Administra- 
tion, for example, is concerned both with protection of consumer interests and 
with fundamental health problems. It would be most undesirable to separate 
th performance of these health functions from related functions of the Depart- 
ment of Health, Education, and Welfare and to disrupt the present cooperative 
relationships between the Food and Drug Administration and the Public Health 
Service. The research program of the Department of Agriculture’s Institute of 
Home Economics is also directed toward far broader objectives than protecting 
the interests of consumers. Two of the Institute’s three divisions, the Home Eco- 
nomics Research Branch and the Human Nutrition Research Branch, would be 
transferred to the Department of Consumers. The Institute’s research program 
is concerned with (1) the basic needs of people for food, clothing, and shelter; 
(2) contributions that various kinds of goods and services on the market can 
make to satisfying these needs; (3) levels of consumption of goods and services 
by different economic and regional groups; and (4) preparation of materials 
that educators and policymakers can use in developing programs to raise levels 
of living in this country. Transfer to a Department of Consumers would in- 
evitably narrow the focus of the Institute’s program. The same is true of the 
other programs proposed for transfer. 

The Bureau of the Budget is keenly aware of the needs and interests of the 
consuming public. We do not believe, however, that those needs and interests 
would be best served by departing from sound principles of executive branch 
organization and, in effect, making a single executive department the custodian 
of consumer interests. Our concern with consumer interests should not be 
isolated, but should be a common responsibility of all agencies and a common 
purpose of all pertinent Federal programs. In the final analysis, the interests 
of American consumers can only be protected adequately by utilizing all avail- 
able Federal resources to curb inflationary pressures, to foster the maintenance 
of a sound and stable economy and otherwise to protect the national interest. 

The Bureau of the Budget does not favor enactment of 8. 1571. 


Senator Humpnrey. Our next witness will be Mr. Thomas E. 
Drumm, Assistant Administrator, Business and Defense Services Ad- 
ministration, Department of Commerce, and his associates. 

You may proceed, Mr. Drumm. 


STATEMENT OF THOMAS E. DRUMM, ASSISTANT ADMINISTRATOR, 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION, DEPART- 
MENT OF COMMERCE; ACCOMPANIED BY I. Q. LORD, OFFICE OF 
DISTRIBUTION; BURT ROPER, GENERAL COUNSEL; AND HARRY 
KETCHAM, DIRECTOR OF DISTRIBUTION 


Mr. Drum. Mr. Chairman, members of the subcommittee, we ap- 
preciate the opportunity to appear before you in connection with your 
consideration of S. 1571,a bill to establish a Depart ment of Consumers. 

Several months ago the Department of Commerce expressed its 
views on this bill in a communication addressed to the chairman of the 
Senate Committee on Government Operations. Our communication 
stated : 

We believe that the establishment of such a Department is unnecessary be- 
cause the interests of the consumers are adequately represented by existing 
agencies and departments of the Government concerned with the consumer 
public. The general welfare of our countrymen, consumers, and producers must 
be considered by all Federal agencies in all their actions. If any improvements 


with respect to the interests of the consumer are deemed necessary, such im- 
provements can be more effectively accomplished by adjustments made within 
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the existing governmental structure rather than by the establishment of a new 
department. Any advantages that may result from the establishment of a Lew 
department would, we believe, be far outweighed by the increased cost involyeg, 

Our views have not changed. We feel that the proposed legislation 
would be disruptive to sound Government organization. We also fee] 
that the interests of consumers should be the continuing concern of al] 
Federal agencies rather than the concern of a single new Federal] 
agency. 

If the committee has any questions we will be pleased to try to answer 
them. 

Senator Humpnrey. Thank you, sir. 

Mr. Drumm. I find my guns have been spiked a little bit by Mr. 
Seidman’s statement. The Department wrote a letter to the committeg 
last November in which it recommended against enactment of this 
legislation. There were two cardinal principles, I think, and I think 
Mr. Seidman may have talked about one of them. May I just read 
from the letter ? 

Senator Humpurey. Yes. 

Mr. Drumm» (reading) : 

If any improvements with respect to the interests of the consumer are deemed 
necessary, such improvements can be more effectively accomplished by adjust- 
ments made within the existing governmental structure rather than by the es. 
tablishment of a new department. Any advantages that may result from the 
establishment of a new department would, we believe, be far outweighed by the 
increased cost involved. 

I would like just to make one recommendation supporting that made 
by Dr. Campbell, and that is that we have a clearer definition of what 
a consumer is. Manifestly, some of our clients, manufacturers, pro- 
ducers, fabricators, processors and so on, are consumers. 

They are consumers of raw materials and semiprocessed goods. We 
are prepared to answer any questions you may have. 

Senator Humpurey. We have your report in the committee ree- 
ords. There is a difference of point of view on governmental organi- 
zation principles between the proponents of this legislation and the 
Bureau of the Budget and the departments. 

What I wanted to do at this stage, as the chairman of the Sub- 
committee on Reorganization, was to get into the public record the 
views of the agencies and some of the proponents of the legislation 
so that when Congress adjourns, those who are the students in this 
field in and out of Government will have an opportunity to view 
and study the analysis of the supporting data, either pro or con, for 
the months ahead. 

I thought it would be a good idea to pull together a certain amount 
of information in the form of printed hearings of testimony for the 
students or others interested to look over. 

Mr. Drumm. May I just make one constructive recommendation 
here ? 

Senator Humrnrey. Please do. 

Mr. Drumm. It would appear to me on reading the bill—and I am 
not too familiar with it; I have gone over it rather hurriedly— 
that there are a number of things that are pointed out in the bill, 
particularly on pages 14 and 15, which we in the Department of Com- 
merce, the Business and Defense Services Administration and other 
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arts of the Department, are actively engaged in as a continuing 
business. May I call your attention to some of them. 

On page 14, (1) (A), we, as a matter of our regular routine busi- 
ness, conduct. ‘studies of the productive capacity, the production of 
goods affecting consumers, indirectly, of course, but from the pro- 
duetion point ‘of V iew, from the point of view of the manufacturer, 
from the point of view of our gross national product, from the point 
of view of our economy overall. 

Also on page 14, (1 ) (B), the systems and mechanisms that are use- 
ful to the distr ibution of such goods. We have an Office of Distribu- 
tion that carries on a continuing activity along this line regularly 
from year to year. 

[ would like to drop down to item (2), “to analyze and disseminate 
to the public information obtained through such inv estigations and 
surveys. 

We do this. I would anticipate that this year we will issue about 
300 publications of this order. I don’t want to take more of your 
time, sir, 1 know you are pressed; but on page 15 there are some other 
things that we do, perhaps from a little different perspective, but we 
do undertake these studies of production, consumption, the movement 
of goods. This is our job and we do it regularly. 

Senator Humpurey. Do you have a statement, Mr. Lord? 

Mr. Lorp. Thank you, sir; I do not. 

Senator Humpnrey. You are just here to represent the Office of 
Distribution of BDSA, is that right 

Mr. Lorp. That is correct, sir. 

Mr. Rover. My name is Burt Roper, General Counsel for BDSA, 
and the gentleman on my extreme right is Mr, Harry Ketchum, 
Director, Office of Distribution, BDSA. 

Senator Humpurey. I appreciate your ideas on this bill. I hope 
that you will study the statements that have been made here because, 
undoubtedly, one or more of you will be asked to return to the com- 
mittee next year by whoever is in charge of this subcommittee. And 
I do think that there might be some “modifications which could be 
suggested, even if you are in opposition to the bill. 

The w ay I look at it is you can either oppose the bill and say, “Look, 
Tam against it, I will do nothing more about it,” and find out all the 
reasons you are against it. Or you can say, “Well, we feel that this 
legislation is not desirable, but if you are going to pursue the course, 
Senator, here are some suggestions we would like to make.” 

There are two approaches. I would like to have you give a little 
thought to the second. 

Mr. Drumm. We would be happy to do that. I would like to add 
we do not conduct our business completely oblivious as to the interests 
of the consumers. As we sit here talking right now we have 2 people 
from Mr. Ketchum’s shop who are participating in the home economics 
conference and exhibit out at Denver where there will be about 5,000 
home economists and others in attendance. 

In another part of our shop we do work on commodity standards, 
as the Senator knows, having to do with underwear, ladies’ apparel, 
and the range of things, running to household improvements, to 
structural mater ials, and so forth. 
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And we have consumer representation on our committees that handle 
this sort of study for us, 

Senator Humenrey. Could I just mention that one of the adyap. 
tages of this legislation is the fact that we are now getting reports 
from the Government agencies as to the things that they do for the 
consumers, and this is one of the reasons that I took some interest 
in the proposed legislation and joined with Senator Kefauver ag q 
cosponsor. 

i never feel that when we offer bills, that they are perfect or eyep 
approximating perfection. I generally join on legislation because | 
approve of its objective, of the principle involved, and we may alter 
the means and the methods of achieving that objective a great deal 
asa result of hearings and testimony. 

I am going to move along to the next witness. 

Mr. Drumm. Thank you very much. 

Senator Humpnrery. I thank you very much for your patience with 
us and your cooperation. 

Our next witness is Dr. Byron Shaw. Dr, Shaw, would you coop. 
erate with us by filing your statement and making any general sum- 
mary statement that you care to ¢ 


STATEMENT OF BYRON T. SHAW, ADMINISTRATOR, AGRICUL. 
TURAL RESEARCH SERVICE, DEPARTMENT OF AGRICULTURE 


Mr. Suaw. Yes, sir. 

Mr. Chairman, I would like to file my statement, and I would like 
to make comments with reference to the functions of the Department 
of Agriculture that are mentioned in the bill. 

Senator Humpnurey. Yes, sir. Your statement will appear in the 
record at this point. 

(The statement referred to follows :) 


STATEMENT BY B. T. SHAW, ADMINISTRATOR, AGRICULTURAL RESEARCH SERVICE, 
DEPARTMENT OF AGRICULTURE 


Mr. Chairman and members of the committee, we are pleased to appear before 
you to discuss S$. 1571, a bill to establish a Department of Consumers. The views 
of the Department of Agriculture opposing enactment of S. 1571 were transmitted 
to the committee on November 25, 1959. It is requested that our letter of 
November 25 be made a part of the record. 

Our comments today will be limited to those functions of the Department of 
Agriculture which are mentioned in the bill. Specifically, section 8(a) (3) would 
transfer all functions, personnel, facilities, funds, and authorities of the Institute 
of Home Economics, Agricultural Research Service, to the proposed Department 
of Consumers. 

The Institute of Home Economics carries out basic, applied, and developmental 
research, utilizing the biological and physical sciences as well as the social 
sciences. The Institute is the successor to the Bureau of Human Nutrition and 
Home Economics which had its beginnings in 1893 in the nutrition investigations 
of the Department. The scope of this research was broadened successively in 
1915, 1923, 1938, and 1946 so that now it covers research into human nutrition 
and the nutritive value of foods, investigations into the relative utility and 
economy of agricultural products for food, clothing, and other uses in the home, 
the design and development of efficient farm homes, and such economic investi- 
gations, including household buying, as have for their purpose the improvement 
of the rural home. 

We believe that the Federal responsibilities for home economics research 
should be continued as functions of the Department of Agriculture. We believe 
this for four principal reasons: 
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(1) The U.S. Department of Agriculture was created to serve, and is serving, 
all the people of the United States by assisting farmers to provide for all con- 
sumers the kinds, amounts, and qualities of agricultural commodities needed to 
satisfy human needs, wants, and preferences. Food, clothing, and shelter are 
the most basic needs of all people. It is the business of the Department of Agri- 
culture to see that these needs are met in a way that will assure consumers of 
what they need and want at prices they can afford to pay, that will assure 
farmers a fair return for their labor and management skills, and that will assure 
the Nation that our soils, water, forests, and other agricultural resources are 
peing conserved and improved for future generations. 

(2) The Department of Agriculture can discharge its public responsibilities 
more effectively if it continues to conduct home economics research. Home 
economics research provides farmers with important guides in bringing to the 
market those goods that are satisfying to consumers. This research defines the 
pasic needs and wants of people for food and nutrition and the other goods and 
services used in daily living. It evaluates the contributions that various kinds 
of foods, fibers, and other goods can make to satisfy these needs. It undertakes 
periodic studies of the levels of consumption of different economic and regional 
groups of our population. It determines the gaps between needs and consump- 
tion, and it suggests ways in which these gaps may be filled by educational or 
other programs. 

(3) Federal home economics research can be better coordinated with State 
home economics research and with teaching and extension programs if con- 
tinued in the Department of Agriculture than if transferred to another agency. 
The land-grant institutions and the U.S. Department of Agriculture have had a 
close and effective working relationship for nearly a century. Means have been 
developed for joint planning and conduct of all agricultural research including 
home economics. Federal and State research programs are integrated in such 
a way that the programs supplement and strengthen each other. The USDA- 
college relationships also expedite the application of research results through 
teaching and extension programs. 

(4) Home economics research will be more productive in the Department of 
Agriculture than it would be in another department. The Department of Agri- 
culture and the State agricultural experiment stations provide an environment 
conducive to effective home economics research because they afford opportuni- 
ties for interdisciplinary cooperation and associations with scientists working 
on all aspects of agricultural commodities from production on the farm and in 
the forest through processing and marketing to the ultimate consumer. Like- 
wise, other agricultural research will be more productive if it continues to be 
associated with home economics research. To cite one example, animal nutrition 
and physiology have much in common with human nutrition and physiology. 

In conclusion, Mr. Chairman, we believe sincerely that home economics research 
can be of greatest service to the Nation if it remains in the Department of 
Agriculture. 

COMMENTS ON THE BILL 8. 1571 


Mr. Suaw. Section 8(a)(3) would transfer all functions, person- 
nel, facilities, funds, and authorities of the Institute of Home Eco- 
nomics in the Agricultural Research Service to this new proposed 
Department of Consumers. 

his work covers research into human nutrition and the nutritive 
value of foods; investigation into the relative utility and economy of 
agricultural products for food, clothing, and other uses in the home. 

We believe that. this work should stay in the Department of Agri- 
culture. The U.S. Department of Agriculture was created to serve 
and is serving all the people of the United States by assisting farmers 
to provide for all consumers the kinds, amounts, and qualities of 
agricultural commodities needed to satisfy human needs, wants, and 
preferences. 

Food, clothing, and shelter are the most basic needs of all of our 
people. We feel that the Department can discharge its public respon- 
sibilities more effectively if we continue to conduct home economics 
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research. The home economics research provides many guides for 
farmers in bringing to the market the things that consumers desire 
and need and want. 

Also, we believe that it would be easier to coordinate the Federal 
effort in home economics research with that in the States if the work 
remains in the Department of Agriculture. This is because of our 
close cooperative relations with the land-grant colleges, which also 
conduct home economic research at the State level. 

We have developed means over the years for the joint planning and 
conduct of all of our research, and we think that we can better serve 
the people by continuing that relationship. We also believe that home 
economics research itself will be more productive if it is kept in the 
Department of Agriculture. This is for the reason of the close asso- 
ciation between this reasearch and all of the other research relating 
to agricultural commodities from production clear through marketing 
and on to the ultimate consumer. 

So I say that. our contention is that this work assists the Depart- 
ment of Agriculture and it will be better if it remains with us. 

Senator Humrnurey. Thank you for your statement. 

There is one little comment I would make. Today, of course, the 
farm housewife is the same as the city housewife. They both go to 
the supermarket. The amount of goods that is provessed within the 
home, while I think it would be somewhat larger in the rural home, 
it is not appreciably so. 

They buy the same can of string beans, the same frozen asparagus, 
and the same cans of corn, catsup, so that the problem of the consumer 
no longer is broken down into the farmer consumer and the city 
consumer. 

We even have a situation now where a substantial number of our 
farm people are factory workers, farming and then augmenting their 
income in the factory or in the shop. 

Mr. Suaw. I agree with you fully, sir. I think that our work in 
the area of home economics reflects that same point of view. Our in- 
formation is distributed, for example, to all the women editors of all 
of the papers and it is a wider group than just the farm. 

Senator Humpnueey. I think you do a good job in that particular 
service. Again, I go back to what Dr. Campbell said. As I see it, 
while the transfer of some of these functions may be required, I still 
think that the most important objective we have is to get a representa- 
tion at a high level in Government for the consumer interest that 
will coordinate through the prestige of the President to the Bureau 
of the Budget, the many consumer activities. I mean that, in itself, 
would bea start. I think that much more is needed. 

Mr. Suaw. I think having Home Economics in our Department 
accomplishes some of the purposes you have in mind. For example, 
on my own top staff I have seven people, and one of those is the Diree- 
tor of Home Economics. She sits in on every decision we make in 
the Agricultural Research Service affecting any program we have, 
and, thereby, I think that we are bringing in the consumer point of 
view every time we take action. 

Senator Humpnrey. Thank you very much, Dr. Shaw, and I thank 
you for your patience. 
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The next witness will be Mr. Parke M. Banta, General Counsel, 
Department of Health, Education, and Welfare. Will you identify 
your associates for the record, please ? 


STATEMENT OF PARKE M. BANTA, GENERAL COUNSEL, DEPART- 
MENT OF HEALTH, EDUCATION, AND WELFARE 


Mr. Ban'ra. Mr. Chairman and members of the committee, my name 
is Parke M. Banta. I am General Counsel of the Department of 
Health, Education, and Welfare. The Secretary has asked me to 
represent him this morning in connection with your consideration 
of S. 1571. I have with me Mr. William W. Goodrich, Assistant Gen- 
eral Counsel in charge of the Food and Drug Division of my Office, 
and Mr. Theodore Ellenbogen, a member of my staff in our Legisla- 
tion Division. 

I wish only to summarize the December 8, 1959, report which the 
Secretary submitted to the chairman of this committee and request 
that the report be ine luded in the record of these hearings. 

To briefly summarize the bill it would establish a Department of 
Consumers with responsibility for protecting and promoting the eco- 
nomic interests of American consumers. Among other things, the new 
Department would, in addition to generally representing the consumer 
viewpoint in the formulation of Government policies, be authorized 
to conduct an annual consumers’ conference; to represent consumers 
before regulatory agencies or the courts in matters affecting the eco- 
nomic interests of consumers; to evaluate complaints from consumers 
and try to obtain indicated corrective action; to conduct economic 
surveys; and to publish information concerning problems encountered 
by consumers generally. And the bill would transfer to the new De- 
partment of Consumers the functions, funds, and personnel of cer- 
tain agencies, among them the Food and Dr ug Administration of the 
Department of Health, Education, and Welfare. 

The Department of Health, Educ ae and Welfare recommends 
against enactment of this bill because (1) by cutting across the func- 
tional responsibilities of a large number of other “departments and 
independent agencies, the proposed new department would invite du- 
phic ation and confusion in an already sufficiently complex situation ; 

(2) the transfer of several organizational elements from the Depart- 
bidet of Health, Education, and Welfare and other departments 
would make more difficult and time consuming the necessary coordi- 
nation of the transferred units with related activities remaining in 
those departments; and (3) separation of the functions of the Food 
and Drug Administration from the other health and welfare activi- 
ties of the Department of Health, Education, and Welfare would be 
unwise, in that the Food and Drug Administration’s functions, and 
especially its health functions, are considered an integral part of the 
appropriate responsibility of this Department and existing coopera 
tive relationships between the Food and Drug Administration and 
the Public Health Service and our Department’s regional offices would 
be hindered or impaired. 

It is for these reasons, although more explicitly set forth in the 
report mentioned, that the Department of Health, Education, and 
Welfare recommends against the enactment of this legislation. 
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Senator Humrurey. Mr. Banta, the representatives of the Depart- 
ment of Health, Education, and Welfare have been before Senator 
Kefauver’s committee / 

Mr. Banra. Yes. 

Senator Humpurery. A considerable period of time, particularly oy 
the case relating to Dr. Welch ¢ 

Mr. Banta. Yes, sir. 

Senator Humpurey. I shall not go into the details of that. My 
only comment is—and I say this with a degree of reluctance because 
of my respect for the work you people do—that had the consumers’ 
interests been a lively topic in the Department, I have a feeling that 
Dr. Welch’s episode would not have taken place. 

Mr. Banta. Weil, Senator Humphrey, that is a very long story 
which was very thoroughly gone into by the Secretary, but this sort 
of thing, of course, could occur in a new Department of Consumers or 
anywhere else in Government, and it does occasionally. 

The facts are completely set forth, the documents that formed a 
basis of the approval given to Dr. Welch when he began the editorship 
of the medical journal are all set forth in the record of that hearing. 
I have read much of that record and I did not find in it any impliea- 
tion that the interests of the consumer were lost sight of. 

In other words, there was no charge that Dr. Welch had been in- 
fluenced against a correct certification of drugs, for example. He did 
receive money for his editorship, but there is no charge, and I think 
no implication, that the consumer interest in regard to his certification 
of drugs was lost sight of. 

Senator Humpnrey. Dr. Blair was at that Antitrust Committee 
hearing and indicates to the contrary. I think we will let the record 
speak for itself. 

We appreciate the testimony that you have offered here. I think 
the record before Senator Kefauver’s committee is so detailed that 
there is no need of us burdening this record any more. 

Mr. Banta. I am sure that is true and it is altogether probable 
that my statement here, being based as it is upon a somewhat super- 
ficial look at the record in the Kefauver hearings, ought not to be a 
part of your record in this hearing. 

Senator Humpnurey. Only with reference to consumer interests. 
Thank you very much. 

Mr. Angus McDonald of the National Farmers Union has filed his 
statement. We will make it a part of the proceedings at this point. 

(The statement referred to follows :) 





STATEMENT OF ANGUS MCDONALD, COORDINATOR OF LEGISLATIVE SERVICES, NATIONAL 
FARMERS UNION 


Mr. Chairman and members of the committee, the National Farmers Union 
appears here in support of S. 1571, which would create a new department in the 
Federal Government with the sole function of representing the consumers’ 
interest. We feel strongly that the need for such an agency during the last few 
years is greater than it has ever been. The American public has been subjected 
to the greatest flood of deception and misrepresentation in our history. Madison 
Avenue apparently has taken over, to some extent at least, the advertising media 
as represented on the TV screen, radio, and in periodicals and newspapers. 
The purpose of those who are guiding our advertising is to exact the greatest 
possible tribute from the American people in consumer products regardless of 
their quality and value. 
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Modern technology has made possible the satisfaction of want on a scale hith- 
erto undreamed of. It is a tragedy that modern technological efficiency has not 
resulted in proportionate benefits to the public. Modern technology on the TV 
«reen, in particular, has been used to befuddle and deceive the public. Thus, 
our greatest educational invention has been prostituted. We have reached a 
point where we not only cannot believe what we read, but we cannot believe 
what we see. 

The purpose of those who are responsible for the operation of our industrial 
plant is to sell as great a quantity of consumer goods as possible, to create new 
wants, and by clever psychological means force consumers to buy products which 
they do not need and cannot afford. They have invaded the privacy of the home 
and have enticed consumers into the market place using children as bait. 

Those responsible for the marketing of products by deceit and misrepresenta- 
tion and for the production of shoddy goods are mainly those who are in charge 
of our industrial plant. They consist at the most of a few hundred or a few 
thousand men, who engage in widespread collusive practices and in price fixing 
on the whloesale level. We strongly believe that marketing on the retail level 
should be policed. For example, authorities should insist on a system of honest 
weights and labels. Congress should enact legislation protecting consumers from 
Joan sharks and from various practices which have been widely publicized 
of late. 

But we also believe that if the consumers’ problems are solved, we must look 
behind the TV screen. We must look at the part of the iceberg that is under 
water. We must understand the pricing and marketing methods of large cor- 
porations ; that the wholesale price in the first instance is the important price. 
It determines other industrial prices. The retail price is merely the end result 
of a series of decisions made by a few men. 

I call attention to a recent article published by Prof. Vernon A. Mund, entitled, 
“Identical Bid Prices” (from the Journal of Political Beonomy, vol. LXVIII, 
No. 2, April 1960, copyright 1960 by the University of Chicago). Professor Mund, 
in this scholarly article, has analyzed the system of prices in regard to a few 
commodities and articles. He has found that corporations at widespread points 
submitted identical bids to the second, third, or fourth decimal point. For 
example, Westinghouse Electric at Sharon, Pa., General Blectriec at Holyoke, 
Mass., Allis-Chalmers Manufacturing Co. at Pittsburgh, Pa., submitted identical 
bids of $2,695 for potential transformers to the Bureau of Reclamation on Jan- 
uary 16, 1958. These were sealed bids and supposed to give to the Government 
competitive prices. 

Professor Mund gives many other examples of identical bids submitted by 
corporations to the U.S. Government. These include masonry cement, portland 
cement, typewriters, paper coupons, polio vaccine, and other items. The polio- 
vaccine unit price submitted to the city of New Britain, Conn., on October 6, 1958, 
was $3.9592, the five bidders all submitting the same price in sealed envelopes. 
I emphasize the point that the conspiracy or collusion between those submitting 
a sealed bid to a Government agency is illegal, yet who is so naive as to believe 
that these bidders did not conspire to submit the same price. 

We are familiar with the practice of posting prices and the circulation of price 
lists among corporations. We also believe that when a company really wants an 
order, it cuts its prices to the bone regardless of any listed price. That is what 
retailers do every day in every market of the United States. I think we may 
assume that a system of prices which is a result of collusion between a half- 
dozen corporations controlling the sale of a given commodity results in the con- 
sumer paying too high a price. This kind of pricing has been referred to by 
economists as one of the results of monopoly. It is now designated as “admin- 
istered pricing.” At this point, I quote Dr. Moulton of the Brookings Institution : 

“It should be observed in this connection that under conditions of monopoly, 
as under competition, it pays to increase efficiency and to reduce costs of pro- 
duction. Under full competition the lowered costs will quickly result in lower 
prices to the consumer, but under monopoly there is no compelling force which 
will result in lower prices. It might be argued that it would pay a monopoly 
to make persistent reduction of prices as efficiency increases with a view to the 
greatest possible expansion of the market over a period of years. There is, 
however, an inevitable tendency to seek the largest profit from year to year, and 
this can usually be obtained by maintaining a relatively high price. A compara- 
tively short-run point of view commonly prevails and this means at best a lagging 
downward movement of prices.”’ 
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There are other ways of defrauding the consumer aside from price fixing. 
One that has been used the last few years concerns the diameter of the wheels 
of most automobiles. Several years ago the large automobile manufacturers 
decided to put on the market automobiles with 14-inch wheels. There was, go 
far as I know, no reason given for this change. The 15-inch wheel formerly 
used was discarded from new models. There were two main results from this 
change: One was that the smaller diameter wheel caused the tires to wear out 
faster. 

A study by “Consumer Reports” published in July 1959 indicates that the 
best tire for a 15-inch wheel had a mileage life of 30,900, while the best tire 
for a 14-inch wheel had a mileage life of 25,100. This is about what one would 
expect, since a small wheel must turn over more times to transverse a certain 
distance. The curious thing about a tire designed for a 14-inch wheel, hoyw- 
ever, is that a manufacturer, after flooding the market with automobiles with 
14-inch wheels, raised the price of tires for 14-inch wheels from $2 to $5 more 
than the tires for 15-inch wheels. Thus, the consumer was soaked twice; once 
when he paid more for the tire and second when the tire only lasted five-sixths 
as long as the higher priced tires. I submit, for the committee files, advertising 
from the Washington Post, June 21, June 22, 1960; and from the Washington 
Daily News of June 22, 1960. 

There is a great deal of propaganda on the air and in other places in regard 
to consumers’ preference and choice. It seems significant that the range of 
consumers’ choice is very narrow in regard to many things which the consumer 
must purchase. An example is the electric light bulb. There has been wide 
spread complaint in recent years that light bulbs are declining in quality. Al. 
though I have no documentary evidence to support this assertion, we do know 
that the price of light bulbs has been steadily going up. 

Perhaps the history of light bulbs would give us a clue as to why our great 
efficient industrial plant cannot give us a light bulb at a low cost. During the 
twenties, according to information compiled by the Scientific and Technica) 
Mobilization Subcommittee of the Senate Committee on Military Affairs, parts 
1-9, March 1943, page 147, the General Electric Co., working through the 
International Electric Co., founded a worldwide combine. Control of the lamp 
industry was made possible by a very extensive system of pricing agreements 
in strict secrecy. Prices were set at exorbitant levels. 

Later on a Swedish cooperative managed to purchase a factory, expanded, 
and broke the prices of light bulbs. Prices of ordinary bulbs tumbled from 50 
cents to 15 cents in the United States and still the companies made money. 

The company has not only charged exorbitant prices but attempted to pre- 
vent the development of fluorescent lighting. Those responsible for the policies 
of the company were fanatically opposed to this new superior kind of lighting 
and for years kept it off the market. They caused a fluorescent lighting dis- 
play to be removed from the World’s Fair. To implement its worldwide mo- 
nopoly, General Electric entered into an agreement with Krupp, a German com- 
pany, and created a subisidiary, Carboloy, to carry out General Electric's part 
of its agreement with Krupp. 

General Electric also planned to cause the life of bulbs in flashlights to be 
decreased so that the flashlight would burn out at the same time the battery 
burned out. I quote a portion of a letter from the files of the General Electric 
Co. (p. 680 of hearings before Committee on Patents, T7th Cong., 2d sess., pt. 1, 
Apr. 13, 14, 15, 16, and 17, 1942, on S. 2302). 

“Two or three years ago we proposed a reduction in the life of flashlight 
lamps from the old basis on which one lamp was supposed to outlast three bat- 
teries to a point where the life of the lamp and the life of the battery under 
service conditions would be approximately equal. Some time ago the battery 
manufacturers went part way with us on this and accepted lamps of two battery 
lives instead of three. This has worked out very satisfactorily. 

“We have been continuing our studies and efforts to bring about the use of 
one-battery-life lamps. I think you will be interested in the attached analysis 
which Messrs. Prideaux and Egeler have worked up covering the various points 
involved in going to the one-battery-life basis. If this were done, we estimate 
that it would result in increasing our flashlight business approximately 60 per- 
cent. We can see no logical reason either from our standpoint or that of the 
battery manufacturer why such a change should not be made at this time.” 
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Later the International General Electric Co. at its general board meeting 
prohibited the manufacture of light bulbs having the life of longer than 1,000 
pours (ibid., p. 635) : 

“Mr. GERARD SWOPE, 
“Mr. G. F. MORRISON, 
“Mr. O. H. MINor, 
yr. M. A. OUDIN, 
«mr. C. W. APPLETON. 

“DEAR Sirs: You will be interested in cable from Mr. Woodward reading as 
follows: 

“It may interest you to know general board meeting here February prohibited 
manufacture regular types with life longer than 1,000 hours 6 months from date. 
Stop. Also appropriated money and sent engineers Geneva for immediate erec- 
tion life testing and research laboratory.’ 

“This indicates that real progress is being made by the European Lamp Associa- 
tion along constructive lines. 

“Very truly yours, 
ANSON W. BURCHARD.” 


We are in support of that part of the bill which would transfer parts of Govern- 
ment agencies related to the newly created Department of Consumers. We think 
that it has always been a mistake to leave a small division relating to consumer 
interest in a large agency created in general for other purposes. For some years 
the enforcement of the Food and Drug Act was left in the Department of Agri- 
culture. The result was a disaster for the administration of the law and dismis- 
sal of one of the great pioneers in consumer protection, Harvey W. Wiley. The 
Department of Agriculture, while Food and Drugs was under its jurisdiction 
caused the law to be subverted. 

There are many compelling reasons why this legislation should be enacted. In 
this age of specialization and pressure groups, there is a tendency for our Gov- 
ernment to be more interested in the viewpoint of the industrial, agricultural, 
business, and labor groups than in the consumer. 

An overall agency which is operating to look after the interest of all consumers, 
no matter what part they play in our economy, would serve to keep other agencies 
in check and prevent a one-sided point of view. The interest of the public should 
be paramount. 

We urge that the committee favorably report this legislation. 


Senator Humpurey. Also, Mr. Jacob Clayman, administrative 
director, Industrial Union Department, AFL-CIO, has filed a state- 
ment in support of the bill which will be placed in the record at this 
point. 

(The statement referred to follows:) 


STATEMENT OF JACOB CLAYMAN, ADMINISTRATIVE DIRECTOR, INDUSTRIAL UNION 
DEPARTMENT, AFL-CIO IN Support or S. 1571 


In this age of organization, the American consumer almost alone has been left 
without an effective voice to speak for him within the top councils of our Govern- 
ment. Yet, the consumer interest in the U.S. economy is overriding, and his need 
fora voice at the policymaking levels of Government becomes more obvious almost 
daily. 

A flood of new products is continually unleashed upon the Nation. Claims 
regarding the efficacy of these products pour out upon the American public in 
such volume that he cannot possibly make objective judgments. 

Often products are of such a nature that only an expert can pass judgment. 
Since the average citizen cannot be chemist, engineer, product tester, or designer, 
he must rely upon the honesty of the manufacturer or distributor, or upon Goy- 
ernment to afford him the protection he deserves and which our system can well 
afford. 

A recent survey made by the Food and Drug Administration well illustrates 
the plight of the consumer. This survey covered 35 prepackaged foods com- 
monly sold in the Nation’s supermarkets and grocery stores. It was based upon 
a Sampling of nearly 107,000 packages. 

All packages were marked for weight but more often than not they were just 
slightly short of the weight clearly indicated on the outside of each package. 
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Quite obviously, the consumer could only take the word of the processor re 
garding the weight of the package that he purchased. And, it is true, the inqj. 
vidual consumer was bilked by only a matter of pennies, or even only a fraction 
of a cent on each purchase. Collectively, as a Washington newspaper pointeg 
out, “American housewives are being bilked of millions of dollars a year,” 

It might be said that the consumer had adequate protection in this case, since 
the Food and Drug Administration was on top of the situation. This, unfortp. 
nately, was not the case. The results of the study were literally pried loose by g 
reporter who insisted upon doing his job after learning of its existence through 
a passing remark in a speech of an FDA official during an address to the 45th 
National Conference on Weights and Measures which took place in Washington 
recently. 

Among the “Big 10” of groceries, short weights took place in 32 to 54 percent 
of packages checked. Forty-four percent of all butter packages surveyed were 
short weight for an average of 0.8 cent per package. If FDA’s survey is only 
fairly accurate, the American family is losing $25 million annually on butter 
alone. 

FDA officials refused to interpret the results, officially or otherwise. Further, 
the newspaper account related, they would not explain their reasons for 
not having made the report public when it was completed a year ago. 

Nothing has been done about the situation since it was revealed. Certainly, 
somewhere, there should be an agency that will turn the spotlight of publicity 
upon such practices, and recommend corrective action. Further, somewhere in 
Government, there should be a defender of the rights of the consumer. 

The courts have been exceedingly lenient in situations similar to that described 
here. Three firms, according to the FDA official whose address led to the un- 
covering of the FDA report, were subjected to criminal prosecution because of 
shortages ranging up to 17 percent in spaghetti packages, with the average 
shortage being 5 percent. The fines were only $600, $600, and $1,000—hardly 
enough to deter further bilking. ° 

Consumer bilking is not limited to the food industry. When the Federal Trade 
Commission recently held its first conference on public deception in its 45-year 
history, it was made clear that fraudulent practices are almost without limit. 
More sophisticated bilking runs to stock schemes, while cruder forms involve 
such things as “earn money at home” promotions, diploma mills, and “bait” 
advertising. 

The Federal Trade Commission has at least technical jurisdiction over product 
claims. \But, as the mess on radio and television has shown, this agency and the 
Federal Communications Commission have been hardly the consumers’ best de- 
fenders. At most, FTC can simply issue cease and desist orders and, if these are 
disobeyed, it can only take the cases to the courts which have tended to be 
lenient, perhaps because there has been no effective advocate for the consumer. 

The present attitude of the FTC indicates that the American consumer cannot 
look to this agency to be his active advocate. On June 7, the Wall Street Journal 
reported that FTC Chairman Earl W. Kitner, in a speech to the Advertising 
Federation, called for more self-regulation by industry as the answer to Iuise 
claims. Should this answer prevail, the consumer would be well advised to be 
wary. 

I do not intend to go into recent revelations made in the drug industry, except 
to cite these as one more highly dramatie reason for adequate consumer protec- 
tion. Recent administration of the Food and Drug Act indicates that this is 
far from enough. Involved in the drug industry is much more than price— 
health. and possibly even life are at stake. 

Recently, Mr. George Romney, of American Motors, spoke out against planned 
obsolescence in American industry. It was heartwarming to hear an industrialist 

say what all of us have known. Elimination of planned obsolescence in the form 
of needless model changes and the deliberate use of inferior materials could 
mean lower prices to consumers, higher real living standards, a broader market, 
and, in short order, more rather than fewer jobs. 

When Senator Paul Douglas introduced his bill to require full disclosure re 
garding consumer credit costs, he ran into a storm of opposition from lenders 
and others in the business community. There was no effective voice within 
Government to speak up on behalf of the consumer—to state the consumer's 
true interests in this matter. Such a condition is almost unthinkable in our 
consumer oriented economy. 

It appears that even the Government, in its role as consumer, requires protec: 
tion. An item appearing in the press on June 15, cited a guilty plea by the Allis- 
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Chalmers Co. to Federal charges of price fixing and bid rigging. While the Gov- 
erpment can go to court, few consumers are in this position. Government itself 
would benefit if means were established to constantly review all industry-con- 
sumer relationships. ; 

At the present stage of our economy, consumer faith in American products is 
essential if prosperity is to be maintained. If consumers feel that they are be- 
ing “taken,” many will withdraw in part from the market. Ata time when our 
ability to produce has so obviously outrun effective consumer demand, the results 
could be tragic. 

The American consumer is the mainstay of our industrial society. Certainly, 
he deserves an effective spokesman in our scheme of things, and he deserves repre- 
sentation in the top planning councils of Government. 

Organized labor speaks for millions of consumers, and it has long advocated 
measures on behalf of the consumer. Because of labor vigilance, we now have a 
poultry inspection law. Labor has fought for adequate funds for proper inspec- 
tion of meat. It has sought more honest labeling of products, and it has argued 
that the Caustic Poisoning Act of 1927 be brought up to date to protect the 
health of consumers and of workers in plants handling industrial chemicals. 

But organized labor cannot perform the essential job of formulating con- 
sumer standards, or of representing the consumer in the councils of Government. 
Nor can the various and generally weak consumer organizations perform such 
essential tasks. 

A stronger voice for the consumer than now exists in the various Federal agen- 
cies is essential. To this end, the Industrial Union Department, AFL-CIO, sup- 
ports and urges passage of 8. 1571, establishing a Cabinet-level Department of 
Consumers. In the name of our 7 million members and 64 unions, we wish to 
commend Senator Estes Kefauver for introducing this measure and for his ac 
tivities on behalf of the American consumer. 

The industrial union department feels that the necessity for such a depart- 
ment at the Federal executive level has been proven by the investigations of 
this Congress and the findings of Federal agencies dealing with various aspects 
of trade regulation. 

The IUD is of the view that such a Department should have a General 
Counsel to act upon behalf of consumers before regulatory commissions. We 
are of the opinion that the Department should be a clearinghouse of consumer 
complaints where interstate commerce is involved. We are in agreement that 
an annual National Conference of Consumers, as proposed in S. 1571, would 
serve a useful purpose to the entire Nation. We agree, also, that certain fune- 
tions of FDA outlined in the measure should be transferred to the new Depart- 
ment, and that certain research now decentralized in the Departments of Labor, 
Agriculture, and Commerce would more advisably be centered in a Department 
of Consumers. 

We are of the opinion that the national interest would be served, that our 
economy would be rendered more stable, and that higher real living standards 
would result through the establishment of a Consumer Department having 
equal status with other Cabinet-level departments. We urge this subcommittee, 
therefore, to report out S. 1571 without substantive change, and we hope fer- 
vently that the measure will be enacted in the shortest possible time. We point 
out, in closing, that the American consumer and his interests cannot long be 
set aside. 


Senator Humperrey. Miss Sally Butler of the General Federation 
of Women’s Clubs is our next witness. 


STATEMENT OF MISS SALLY BUTLER, DIRECTOR OF LEGISLATION, 
GENERAL FEDERATION OF WOMEN’S CLUBS, WASHINGTON, D.C. 


Miss Butter. Mr. Chairman and members of the committee, I am 
not going to read my report. It is very short, but I will make a 
reference to it and a comment or two. 

Senator Humpnrey. May I first of all say how pleased T am that 
a representative of the General Federation of Women’s Clubs is 
present at this hearing. You honor us by your presence. 
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I know of your great organization in my own State. I know of 
it nationally, ‘and I know many of your officers. We are very proud 
of it. You doa lot of good work. 

Miss Burier. Thank you, Senator. We are equally honored and 
privileged to be here at this committee and to report to you our atti. 
tude, and to point out that we urged such legislation as long as 5 
years ago. 

As I say, I am not going into detail because time is short. I would 
like to call your attention to the fact that we are organized in every 
State as you indicated. 

Senator Humpurey. You sure are. 

Miss Burier. And we have a consumer division whose business jt 
is to work on consumer problems. 

Senator Humpnrey. Isn’t Mrs. Satterlee, out in Minnesota, a mem- 
ber of your organization ? 

Miss Butter. Yes; she is. She isa very active member. 

Senator Humpurey. She is a dear friend of mine. I am so pleased. 

Miss Butter. She knows what is going on. She works at a 

Senator Humpurey. When I was mayor of Minneapolis, I had her 
doing some work in the consumer interest field. 

Miss Burier. A very efficient person, too, and very fine. 

I would like to call to your attention, and that of the committee, 
that in 1951, in conv ention, we were anxious to have something done 
for the consumer. We were not in accord with what had been said 
then, and we disagreed at times this morning when the nap 
was made that the consumer interest is ‘amply taken care of, 
GFWC does not agree that consumer interests are sufficiently 
protected. 

We appreciate the fact that there are agencies that are working 
some for the consumer. But the consumer, the 5 million in this 
country whom I represent, were not happy about it in 1951. They 
are not satisfied today. Women of General Federation suggested in 
1951 that there be some committee in the House and in the Senate 
responsible for the consumers’ interest. Our first thinking was that 
such committees would meet the need. 

Senator Humpenrey. Was that the Senator Gillette proposal at the 
time ? 

Miss Butter. We do not specifically say that we are supporting 
bills; but, as soon as a bill comes up that is supporting something 
that the General Federation has come out for, we are out fighting 
for the bill. I believe it was the Senator Gillette bill. 

But in 1955, we really got a resolution which, I think, covers this 
bill pretty thoroughly. I don’t think it steps on the other Government 
bureaus’ and agencies’ toes inasmuch as in the last resolve of that 
we suggest that Government agencies, the Bureau of Standards, Food 
and Drug, Education, Inspection Services, U.S. Department of Agri- 
culture, the Federal Trade Commission, Information Bureau and other 
bureaus, agencies, should contribute; they should be consulted and 
should be contributi ing agencies. 

We believe these agencies have done a job. They have something 
to offer. But the Federation of Women’s Clubs wants real consumer 
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yrotection. They are particularly interested in the consumer (all 
ing consumers). They see the need for a special agency. 

Senator Humpnrey. As I read it, Miss Butler, your resolve section 
states : 

That the General Federation of Women’s Clubs recommends the establishment 
of a U.S. Department dedicated to the education of consumers, good manage- 
ment by the consumers, and protection of the interests of the consuming public, 
which is headed by a Secretary in the Cabinet of the President of the United 
States. 

Miss Burier. Exactly, and we did that 5 years ago. And when 
this bill came along, we knew that we could support the bill whole- 
heartedly. 

Senator Humpnurey. All I can say is that I can think of no finer 
endorsement for a bill. 

Miss Butter. That is exactly the way we feel, we do endorse it. 

Senator Humpnrey. For the principle that is involved in this bill. 

Miss Burter. And I want you to know that the women are en- 
thusiastic. They have just been in a convention here, and we are 
enthusiastic to have a bill passed that will really take care of the con- 
sumer interest, not as an extracurricular activity by various agencies, 
but we do want a law that will do the job. 

Senator Humpnrey. A very effective witness and good testimony. 
I only regret that I didn’t get down to the General Federation of 
Women’s Clubs’ annual convention. Next time I want you to invite 
me. 

Miss Butter. All right, we shall doso. Thank you very much. 

Senator Humpnrey. Thank you very much, and thank you for all 
the good work. You and I have been together before. I really ap- 
preciate the good work that you do. 

Miss Butter. Thank you. It isa great privilege. 

(The statement referred to follows :) 


STATEMENT OF THE GENERAL FEDERATION OF WOMEN’S CLUBS ON CONSUMER'S 
INTERESTS 

The General Federation of Women’s Clubs, an organization of some 5 million 
women in the United States, was chartered by U.S. Congress in 1901. The 
membership in the main consists of mothers and homemakers. This means, of 
course, they are interested in the consumer's welfare. 

Our national organization is set up so that there is an American home de- 
partment with a subdivision of consumer's interests. Every State federation 
has a like organization with special emphasis on the consumer’s interests. 
Consumer problems have been the concern of the general federation since it 
was organized and we have consistently worked for national legislation designed 
to protect the consumer. In 1951 a resolution was passed by the national 
convention delegate body which reads: 


“PROTECTION OF CONSUMER INTERESTS (CONVENTION 1951) 

“Whereas there is no committee of the U.S. House of Representatives or the 
Senate particularly charged with the safeguarding of the interests of the Ameri- 
can consumer : Therefore 

“Resolved, That the General Federation of Women’s Clubs recommends that 
4 permanent joint standing committee of the House and Senate be formed 
whose purpose shall be to inquire into all matters affecting the health, welfare, 
and protection of the consumer and to recommend appropriate legislation.” 

This was to get specific committees in both the Senate and the House charged 
with the responsibility to protect the consumer. 
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Then in 1955, when the women were still not pleased with the Government's 
efforts to protect the consumer, another resolution was passed, which reads: 


“U.S. DEPARTMENT OF CONSUMER INTERESTS (CONVENTION 1955) 


“Whereas the General Federation of Women’s Clubs recognizes the faet that 
the well-being of the home and family are dependent upon consumer education 
and skills in buying wisely and using effectively consumer goods and seryjcgs. 
and 

“Whereas the General Federation of Women’s Clubs has long been Seeking 
a solution to the problem of the consuming public; and 

“Whereas the interests of business and of labor are protected and adyancej 
by a department headed by a Secretary in the Cabinet of the President of th 
United States, and the consuming public whose welfare is equally important 
to a sound economy, is not so represented and protected: Therefore 


“Resolved, That the General Federation of Women’s Clubs recommends th | 
establishment of a U.S. Department dedicated to the education of consumers | 


ood management by the consumers, and protection of the interests 0: 
. ’ the 


consuming public, which is headed by a Secretary in the Cabinet of the Progj. | 


dent of the United States: and further 

“Resolved, That such Government agencies as the Bureau of Standards, the 
Food and Drug Administration, Education-and Inspection Services of the Us. 
Department of Agriculture, the Federal Trade Commission, and Information 
Bureau, and other such bureaus, agencies and boards as can render services, 
be contributing agencies to the proposed Department of Consumer Interests.” 

These resolutions certainly make plain the interest of the women of the 
country. You can see it is not a recent idea of women for in 1930 they passed 
a resolution urging efforts to maintain adequate allocations of funds to enable 


the Bureau of Human Nutrition and Home Economics to develop its program, | 


The membership of the general federation has long advocated the establisb- 
ment of a Department of Consumer Interests in the President’s Cabinet. We 
urge the enactment of legislation designed to carry out this proposal. We 
think such legislation would be in the interest of all the people. 

Senator Humrnurey. Mr. Jack T. Jennings of the Cooperative 
League of the USA. 

Mr. Jenntnes. Lam Jack T. Jennings. 

Senator Humrpurey. Mr. Jennings, I solicit your cooperation here, 
Would you like to file your statement and then summarize it for us! 

Mr. JenniNGs. I would very much like to file the statement in view 
of the time element, but I would not want the force of the statement 
to be diminished to any extent by so filing. 

Senator Humpnurey. It will not be. It will be printed in the record 
as read. 


STATEMENT OF JACK T. JENNINGS, ASSOCIATE DIRECTOR, 
COOPERATIVE LEAGUE OF THE USA 


Mr. Jenninas. Mr. Chairman and gentlemen of the committee, my 
name is Jack T. Jennings and I am associate director of the Washing- 
ton office of the Cooperative League of the USA, which is a national 
federation of consumer, supply, and service cooperatives. About half 
of our members are farmers and rural people; the other half city 
people. Our organization exists to advance the use of practical 
cooperative and mutual businesses and institutions as a means of 
spreading ownership to many millions of people and of enabling 
people to attack directly their economic problems by their own ef- 
forts. The Cooperative League also acts as best it can as spokesman 
and defender of the interests of the people as consumers. 

We are the largest organization of consumers in the country. Nat- 
urally we are interested in S, 1571 to create a Consumer Department 
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in Government. During the last few years, we have seen some State 
governments adopt successfully a modified consumer department and 
westrongly favor its application on the national level. 

As Government issues become more technical and lawmakers are 
ewamped with widely diversified problems, the consumer’s voice often 
becomes indistinct. It is only when a major issue develops, along 
with public sentiment, that consumers can make their opinions heard. 
And very few find the time and the inclination to write their Con- 

ressman or a Government agency about every little problem because, 
for the most part, they feel their elected representatives in Congress 
will somehow act in their behalf. 

Having worked with Congressmen for many years, we know how 
dificult 1t is for each to be an expert in every field. We've seen and 
heard the distorted and unreasonable arguments of vested interests 
become logic and law in the absence of effective consumer protests. 
While other groups have been well represented in legislative halls, 
consumers have been relatively ineffective. 

One reason is that consumers have no one department in Govern- 
ment to which they can turn. They can’t understand which of the 
various departments and agencies handling, consumer problems they 
should write, and as a result they feel that their letters will get lost 
inthe shuffle of other matters, as they often do. 

There is another point we would like to make. As most of you 
realize, our Government has been geared almost from the beginning 
to provide assistance in production. Our tax dollars have gone to 
help farmers produce more, to help industry produce more, to provide 
research and knowledge in the ways and means to produce, produce, 
produce. Only in recent years has there been any indication that we 
should learn more about how to consume. We have seen the conflict 
between production and consumption in the chemical field. Farmers 
have been urged to use certain chemicals to increase production while 
health officials find that these same chemicals are dangerous to con- 
sumers. There has been too much of a tendency to produce to sell 
and not enough of the spirit to produce to meet consumer needs. 

(toods and services which people don’t really need have been foisted 
onto the public by high-powered Madison Avenue techniques. People 
are brainwashed into buying certain products without questioning 
whether they need them or whether they really serve their well- 
being. This gives the sharp operators a chance to make their plays. 
Often the damage has been done and the operator goes to some other 
lucrative field before Government catches up with him. 

Organizations such as consumers union, better business bureaus, and 
consumer groups are only scratching the surface. Utility interests 
have been making headway in fast tax writeoffs, upping rates and 
making consumers pay for advertising touting the glories of profit 
enterprise and flouting Government regulation and competitive owner- 
ship which has tended to hold rates down. 

Large firms refuse to compete with one another as illustrated in 
Senate hearings on drugs, steel, and automobiles. Music and oil firms 
try to buy favors from diskjockeys and lawmakers. “Influence ped- 
dling” has become one of Washington’s most active industries. 

No wonder Government agencies and even Members of Congress be- 
gin to weaken under such pressure. Those who don’t weaken are 
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often left wondering how to merit. the consumer vote and still keep 
peace with the pressure groups. Such consumer-minded, dedicated 
public servants are often bypassed for reappointment. 

Consumers many times are kept ignorant of facts. When the 

Atomic Energy Commission wanted to locate a nuclear facility on 
Cape Cod, it dubbed it an “Atomic Park.” The park, upon close exam- 

ination, Ww ould have been a 20,483-acre site which could have become q 
receiving dump for high level atomic wastes, a reactor testing station 
and an atomic fuels reprocessing plant. 

Writing about the plan, Grace DesChamps, a Boston Globe reporter, 
pointed out: 

“The history of the rapidly growing atomic industry is studded with 
official attempts to shroud atomic hazards from the public, and to pur- 
sue atomic industrial activities with a tranquilizing absence of public 
information. What has happened on Cape Cod reveals what an 
alerted public, willing to fight for its rights, can do to safeguard itself 
from the machinations of those in the atomic industry to whom public 
safety is not the primary consideration.” * 

But at Lagoona Beach, Mich., protecting public safety was not as 
simple. T he AEC had approv ed construction of a “fast breeder” re- 
actor in a densely populated area. The United Auto Workers Union, 
many of whose members live in the area, and other unions had pro- 
tested dev elopment of any kind of atomic plant in that area on safety 
grounds. AEC acceded to the wishes of 14 utility and 7 electrical 
equipment manufacturers who make up the Power Dekewns Develop- 
ment Co., which planned the nuclear power station. 

Only by going to court were the unions successful in stopping the 
proposal. The court majority sharply criticized the AEC for grant- 
ing a permit without sufficient safety findings. The case will go to the 
Supreme Court. 

We would hope that a Department of Consumers would be organized 
in such a way as to have some influence over appointments to the regu- 
latory commissions and at the same time bolster the work of those con- 
scientious members who are honest and fair in their approach to regu- 
latory problems. 

One might well question whether Consumer Department staff mem- 
bers might not. be subjected to the same kinds of pressure as the regu- 
latory bodies. We believe they would be—but we believe these people, 
armed with the facts, would be more objective and responsive to con- 
sumer needs, and as a result act in the best long-range interest of 
consumers. 

The Consumer Department would be invaluable to industry. Sta- 
tistical studies of supply and demand, consumer attitudes, buying 
habits, and expressed needs would serve to shape operations of old and 
new firms. Furthermore, the mere present of such a department 
would put fear in the hearts of unethical operators and help honest 
businessmen who are often threatened by such operators. 

We can foresee an effective Department of Consumers influencing 
our whole economy. Studies could show where the dislocations or 
weaknesses are developing in our production and consumption. They 
could show where we need schools, airports, and other facilities ac- 


* The Nation, June 25, 1960. 
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cording to population shifts. They could show where labor is needed 
or where it is in surplus—and why. Informed consumers make bet- 
ter citizens and would not be easy victims of some of the evils which 
now tend to destroy them. 

We believe that S. 1571 has a number of laudable provisions. 
Headed by a Secretary who would be a member of the President’s 
Cabinet would give the Department status and prestige needed to 
successfully carry on the functions outlined in the bill. 

The Department would be charged with presenting the viewpoint 
of consumers on matters affecting them in the C ongress, in the courts 
and to consumers themselves. It would conduct an annual national 
consumers’ conference, giving consumer experts over the country an 
opportunity to participate and help implement the consumer program. 

be of the most important functions would be formulating and 
distributing important economic and consumer information which 
would be helpful to not. only consumers but government and industry 
as well. 

Consumers, lawmakers, and others would find a single department 
which could supply consumer information. Regulatory bodies would 
have access to needed information and, most important, would be 
able to ascertain public opinion on certain issues. These regulatory 
agencies would find a “friend in court’ * when consumer representa- 
tives appear during regulatory hearings or when certain policy mat- 
ters come up. The Department would serve as a watchdog for con- 
sumer interests before various government agencies, the courts, and 
during the course of hearings. 

The Department would be a rich source of materials regarding 
consumer problems for newspapers, magazines, and other media. In 
addition, the Department would publish materials reporting on its 
own work to the Congress, the agencies, and consumers generally. 

In order to carry out its purposes, the Department would necessa- 
rily have to perform some functions now provided by the Food and 
Drug Administration, Bureau of Labor Statistics, Agri icultural Home 
Economics and Nutrition branches, and the National Bureau of Stand- 
ards. There may be other divisions of government which should 
rightfully delegate functions to the new Department. We believe 
that after a reasonable trial period government officials would agree 
that these functions are more effective working in combination, ‘and 
that the Department of Consumers would be capable of performing on 
a broader level than has been possible before. 

The Department would necessarily need some legal authority to 
acquire certain information. We think the provision giving the De- 
partment. virtually the same powers as the Federal Trade “Commis- 
sion is a logical step. 

The Department would also work closely with nongovernmental 
consumer groups and would meet frequently with an advisory com- 
mittee of representatives of such groups. We favor this provision in 
view of the fact that this principle has worked effectively with var- 
lous agencies of the Government. 

Mr. ( ‘hairman, we have the Departments of Health, Education, and 
Welfare, Labor, Agriculture, Commerce, Treasury, Defense, State, 


Interior, Justice, and Post Offic ‘e—why not a Department of Con- 
sumers ¢ 
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ADDITIONAL COMMENTS REGARDING PREVIOUS TESTIMONY 


Mr. Jennines. One thing I would like to point out is I think there 
are some answers in this testimony to questions which were brought 
up a while ago with respect. to these other agencies losing some of 
their power w working with consumers. I have put in a few things, 
Senator, which I think have not been mentioned. 

Senator Humpurey. Go right ahead with those. 

Mr. Jennrinas. Since we are the largest economic group of con- 
sumers across the country, of course, we are very much interested in 
the passage of this particular measure. One of the dis: appointments 
we have had has been the actions of certain regulatory commissions 
and the actions of other agenci es of Government which, we think, 
have not been entirely in the interests of consumers as a whole. 

In my testimony I pointed out the situation with respect to the 
atomic energy plant in Michigan. 

Senator Humpurey. Why don’t you start right there? 

Mr. Jenninos. I might preface that with another atomic situation, 

Consumers, many times, are kept ignorant of the facts. When the 
Atomic Energy Commission wanted to locate a nuclear facility on 
Cape Cod, it dubbed it an “Atomic Park.” The park, upon close ex- 
amination, would have been a 20,483-acre site which could have become 
a receiving dump for high level atomic wastes, a reactor testing sta- 
tion and an atomic fuels reprocessing plant. 

Writing about the plan, Grace DesChamps, a Boston Globe reporter, 
pointed out: 

The history of the rapidly growing atomic industry is studied with official 
attempts to shroud atomic hazards from the public, and to pursue atomic indus- 
trial activities with a tranquilizing absence of public information. What has 
happened on Cape Cod reveals what an alerted public, willing to fight for its 
rights, can do to safeguard itself from the machinations of those in the atomic 
industry to whom public safety is not the primary consideration. 

But at Lagoona Beach, Mich., protecting public safety was not as 
simple. The AEC had approved construction of a “fast breeder” re- 
actor in a densely populated area. The United Auto Workers Union, 
many of whose members live in the area, and other unions had pro- 
tested dev elopment of any kind of atomic plant in that area on safety 
grounds. AEC acceded to the wishes of 14 utility and 7 electrical 
equipment manufacturers who make up the Power “Reactor Develop- 
ment Co., which planned the nuclear power station. 

Only by going to court were the unions successful in stopping the 
proposal. The court m: jority sharply criticized the AEC for grant- 
ing a permit without sufficient safety findings. 

Senator Humrnrey. If you don’t mind my injecting a thought 
here, Judge Edgerton in that case in the circuit court made the rul- 
ing for the majority and pointed back to the legislative history, the 
provision in the Atomic Energy Act, in which I “had a colloquy with 
Senator Hickenlooper and pointed out what I thought was the public 
interest here, and that the public interest was not. being adequately 
safeguarded in reference to this particular reactor. 

The court referred to that debate in the Senate and based some of 
its findings upon the discussion that took place. 

So a little Senate debate once in a while does help, doesn’t it! 
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Mr. Jenntnos. I might add, the two judges who handled the favor- 
able decision to the unions were quite critical of AEC for its sloppy 
operation. This, I think, will prove to be a sloppy operation. The 
case only yesterday or the day before has been taken to the Supreme 
Court. 

We talked earlier about the influences which are prevalent among 
the regulatory agencies and other Government departments. We 
would hope that a Department of Consumers would be organized in 
such a way as to have some influence over appointments to the regula- 
tory commissions and at the same time bolster the work of those con- 
scientious members who are honest and fair in their approach to 
regulatory problems. _ 

One might well question whether Consumer Department staff mem- 
bers might not be rect to the same kinds of pressures as the regu- 
latory bodies. We believe they would be—but we believe these people, 
armed with the facts, would be more objective and responsive to 
consumer needs, and as a result act in the best long-range interest of 
consumers. 

Another thing that I think has not been pointed out, today at least, 
is the fact that the Consumer Department would be invaluable to 
industry. Statistical studies of supply and demand, consumer atti- 
tudes, buying habits and expressed needs would serve to shape opera- 
tions of old and new firms. Furthermore, the mere presence of such 
a Department would put fear in the hearts of unethical operators and 
help honest businessmen who are often threatened by such operators. 

Senator Humpurey. That is a very pertinent observation. 

Mr. JENNINGS. We can foresee an effective Department of Con- 
sumers influencing our whole economy. Studies could show where 
the dislocations or weaknesses are developing in our production and 
consumption. They could show where we need schools, airports, and 
other facilities according to population shifts. They could show 
where labor is needed or where it is in surplus—and why. Informed 
consumers make better citizens and would not be easy victims of some 
of the evils which now tend to destroy them. 

Then, Senator, we have listed what we think are the most important 
features of this particular bill. 

We urge—since we do have Departments of Health, Education, and 
Welfare; Labor; Agriculture; Treasury; Defense; Interior; Justice, 
and Post Office—why not a Department of Consumers? 

Senator Humpurey. I want to thank you very much for your state- 
ment and to express my thanks to the Cooperative League of the 
U.S.A. for their interest in this cause. This is good testimony and the 
points that you have made are well taken in the summary of the 
features of the Department. It represents a concise listing of what 
I believe to be some of the more constructive aspects of this proposed 
legislation. 

' Thank you very much. 

Mr. JENNINGS. Thank you, sir. 

Senator Humpnrey. I will hold the record open for 10 days for 
additional communications or statements of any person or group that 
may wish to file. 

The hearing is now closed. 

(Whereupon, at 12: 25 p.m., the hearing was closed.) 
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(The following communications are incorporated into the record at 
this point, by direction of the chairman of the subcommittee :) 


STATEMENT OF PETER HENLE, ASSISTANT DirEcTOR OF RESEARCH, AFL-CIO 


I am here today, in behalf of the AFL-CIO, to testify in support of S. 1571, to 
create a Department of Consumers. We are pleased that your subcommittee jg 
conducting hearings on this bill at the present time. While we hold little hope 
that such legislation can be adopted at this session of Congress, we think these 
hearings can demonstrate the value of such a new department of the Federa] 
Government so that more definite action can take place in the future. 

The AFL-CIO represents 13% million wage earners in the United States who 
together with their families have a vital concern with the protection and ad- 
vancement of their interests as consumers. While labor unions necessarily are 
most immediately concerned with the improvement of their members’ wages and 
working conditions, they have increasingly recognized the importance of the 
worker’s role as a consumer. The worker spends virtually his entire income on 
consumer products at retail. He can ill afford to have hard-won wage increases 
negotiated at the bargaining table dissipated at the store counter through exor- 
bitant prices, shoddy or unsafe products, or short weights and measures. More 
and more unions have become interested in legislation affecting their members 
as consumers; more and more unions have been initiating, upon request of their 
members, educational programs designed to demonstrate the most effective 
way union members can realize the full value of their pay envelope. 

In 1952, in testimony before the committee headed by former Senator Gillette, 
representatives from both the A.F of L. and the CIO actively favored the estab- 
lishment of a special consumer study committee in the Senate, and the sugges- 
tion was made at that time by one of our representatives that a special consumer 
agency also be established in the executive branch of the Federal Government, 
Special emphasis was placed on the need for a consumer spokesman who could 
appear at proceedings of regulatory agencies in which consumer interests were 
at stake. At the most recent constitutional convention of the merged AFL- 
CIO in September 1959, a resolution was passed urging that serious considera- 
tion be given to the establishment of a Federal consumer agency, and subse- 
quently the executive council of the AFL-CIO specifically endorsed S. 1571. I 
am attaching to this statement a copy of both the convention resolution and the 
statement of the executive council. 

The need for more interest by the Federal Government in consumer problems, 
for more effective coordination of existing Government activities in this area, 
and for more weight to be given to the consumer viewpoint in Government de- 
cisions has long been recognized. The consumer interest encompasses a multi- 
tude of issues, often highly technical, on a wide variety of subjects. Government 
programs affecting the consumer interest are scattered throughout many agencies. 
The laws dealing with consumer protection have nowhere been collected in one 
place, so that the consumer interest is fragmented and difficult to identify. 
Moreover, consumers have not yet been able to organize a strong and effective 
group in their own behalf. In an economy increasingly dominated by well- 
organized interest groups, the consumer remains an unspecialized, disadvantaged 
individual. 

Both the difficulty and the urgency of bringing consumer influence to bear 
on matters that have too long been dominated by producer and profit-making 
interests have been dramatically highlighted by the events of the past year. 
The outrageous abuses of the consumer interest which have recently come into 
the full glare of publicity need no detailing before this subcommittee. Many 
of the revelations, such as rigged TV shows, payola, exorbitant prices for drugs, 
eoncealed credit charges on installment loans, and conflicts of interest among 
officials of Federal regulatory agencies (including even the Food and Drug Ad- 
ministration) stem directly from investigations by congressional committees. 
These, together with the cranberry episode, the near abandonment of lamb 
grading by the Department of Agriculture, and the more recent attempt of that 
Department to obtain a weakening amendment to the Poultry Products Inspee- 
tion Act, clearly point to the need for organized action in behalf of the consumer 
and demonstrate the multiplicity of fields in which the consumer interest lies. 

The Department of Consumers is sorely needed to coordinate the many widely 
scattered activities of the Federal Government on consumer problems. It is also 
badly needed as an effective balance to various other interests that influence 
governmental policies on a wide variety of issues. 
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The fact that the consumer interest cuts across many existing activities of the 
Government in many different agencies and bureaus provides a compelling rea- 
son for establishing a special Department for Consumers. There are heartening 
precedents for this proposal from the actions of State governments in setting 
up consumer counsel's offices in New York and California, a department of con- 
sumer protection in Connecticut, and a consumer’s advisory council in the 
attorney general’s office in Massachusetts. 

The work of these agencies demonstrates that much can be done by way of 
identifying, supporting, and coordinating existing consumer interest programs 
and representing the consumer viewpoint on specific issues. This is the aim 
of S. 1571 which provides the basis for an operating department at the Cabinet 
level. 

The special function of the proposed Department of Consumers in making 
more effective the consumer viewpoint can be likened to the role of the Depart- 
ment of Agriculture in performing the same task for the interest of farmers. 
The provisions of S. 1571 are admirably tailored to meet the needs of con- 
sumers. Thus the provision for a representative of the Department to appear in 
proceedings before regulatory agencies and in the courts on matters affecting 
the consumer interest is essential. Many of the issues and proceedings are 
highly technical and the services of a professional spokesman are indispensable 
in articulating the consumer viewpoint. The integrity of the Department and 
its spokesmen in maintaining a consumer viewpoint is buttressed by the statutory 
independence of the Department and the provision for conducting an annual 
consumer conference at which consumers will be consulted directly. Appropriate 
provision is made for lay advisory committees and for the Department to serve 
as a central point of reference for consumer complaints. 

I would hope also that such a department would publish an inventory of exist- 
ing consumer interest programs of the Federal Government, both as a working 
pase for itself, and for the reference of consumers who rarely know what kind of 
protection they do or do not have, and what kind of research and information 
services are available for their benefit. This type of activity is one which would 
contribute to the further unification and definition of the consumer interest, and 
one which is unlikely to be undertaken by any of the existing agencies of Goy- 
ernment. 

We believe that a Department of Consumers would be a notable contribution 
to good government in behalf of all the American people. We hope that this 
committee will seriously consider this legislation and that favorable action will 
be forthcoming soon. 


AFL-CIO Poticy RESOLUTION ON CONSUMER PROTECTION 
(Adopted September 1959) 


Labor has a direct stake in the support of legislation and programs to advance 
and protect the interests of its members in their role as buyers of consumer 
goods and services. Most recently, trade unions, through the AFL-CIO com- 
munity service activities and union label and service trades department, have 
undertaken a broad program of consumer counseling, designed to educate indi- 
vidual union members and their families in the difficult task of becoming intelli- 
gent buyers in today’s consumer markets. 

In addition to equipping the individual for effective performance on his own, 
there remains an equally important public task of preventing and policing 
unscrupulous or harmful business practices on the part of quick-profit merchants 
who take advantage of inadequate legal regulation to exploit the individual 
consumer’s ignorance or need. Small loan sharks and costly retail installment 
contracts should not only be avoided by the individual; they should be curbed 
by law. Public agencies charged with removing unsafe consumer articles from 
the market, with inspecting foods, with prosecuting misleading or fraudulent 


_advertising, with establishing honest labeling requirements, with enforcing 


honest weights and measures, need the utmost support unions can give them, 
both in securing adequate legal authority to carry out their functions and, equally, 
in the securing of adequate appropriations and staff to do their work. Such 
laws and agencies often have the determined opposition of business interests 
whose profitmaking potential at the expense of the consumer might be adversely 
affected, while the consumer is notoriously unorganized. Trade unions can 
do much to remedy this imbalance. 

A major contribution to consumer welfare, which has long commanded labor 
support, is that made by consumer cooperatives, a form of business democrati- 
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cally operated by and in behalf of consumers themselves and enabling them to 
obtain high-quality goods and services at low cost. Starting with the pionegy 
Rochdale experiments organized by English trade unionists in the early 19th 
century, cooperatives in many fields today form a useful and significant part of 
the economy of free nations all over the world. In the United States the coopera. 
tive principle is proving to be of especial benefit to wage earners in obtaining 
insurance, small loan credit, housing, and medical care, as well as other goods 
and services. Cooperatives have also been of signal usefulness to farmers and 
farm communities. Unions have supported cooperatives both as members and as 
spokesmen in securing legislation favorable to their development. Traditionally, 
the cooperative movement has been friendly toward trade unionism, and we favor 
the continuance of this cordial relationship: Now, therefore, be it 

Resolved (1), That this convention pledges the support of the AFL-CIO to 
public programs, both State and Federal, designed to protect the health and 
safety of the consumer and to insure honest merchandizing. 

(2) We urge larger appropriations for the consumer protective services of 
the Federal Government, such as the Food and Drug Administration and the 
Federal Trade Commission. We recommend to State legislatures that they 
extend and improve laws regulating operations of small loan companies and the 
terms of retail installment sales. We urge the further establishment and 
improvement of laws protecting workers against onerous terms of wage garnish- 
ment in payment of debts and that effective be invoked to curb the operations of 
unscrupulous merchants seeking to possess themselves of workers’ paychecks by 
deceptive extension of credit. 

(3) We recommend the establishment in every State of a consumer counsel’s 
office, such as has been pioneered in the State of New York, and urge that con- 
sideration be given to the establishment of a similar agency in the Federal 
Government. 

(4) We pledge continued support for all genuine cooperatives and commend 
their work in behalf of consumers. In behalf of credit unions in their valuable 
work of making small loans available at low cost, we urge that the Federal 
Credit Union Act be amended to permit the formation of central credit unions, 
thereby increasing their financial stability and strengthening their ability to 
serve their members, 

(5) We call upon the cooperative movement to continue its part in maintain- 
ing the cordial relationship between cooperatives and trade unionism by recog- 
nizing and bargaining with the trade unions representing the choice of the workers 
concerned. 





AFL-CIO EXECUTIVE COUNCIL ON CONSUMER PROTECTION 
(Miami Beach, Fla., February 13, 1960) 


The spotlight of public attention on the plight of the American consumer has 
been brought sharply into focus by dramatic events of the last several months. 
The Kefauver committee hearings on concerted price gouging by the multimillion- 
dollar drug-manufacturing industry, the tragic ridicule heaped upon the vigorous 
enforcement of the Nation’s pure food laws in the cranberry episode, and the 
monumental exposure of pervasive and corrupt commercialism in television and 
radio programing, have served as a rude awakening to the public that it is 
being contemptuously victimized. 

The Kefauver hearings, as well as earlier exposures by the Federal Trade 
Commission and the Department of Justice, reveal a pattern of collusive patent 
licensing and price maintenance by the large drug manufacturers at the expense 
of the public. Price markups on branded prescription drugs have been shown 
to range up to 7,000 percent and more. Drug industry profits, running at 22 
percent on stockholders’ investments, outstrip those of all other manufacturing 
industries in the country. The consumer of drugs, in jeopardy of his life or 
health, is a captive market. 

The industry has been successful in persuading the Nation’s physicians to 
prescribe drugs by their trademarked name rather than by their chemical in- 
gredients. In return, some of the Nation’s physicians appear to be recipients 
of special gifts, hospitality, and other types of kickbacks from the manufac- 
turers and retailers of drugs and appliances. In effect, the sick are being told: 
The cost of getting well has to include extravagant promotional expenditures 
with their consequent excessive prices for branded drugs so the drug manufac- 
turers can continue to reap their tremendous profits. 
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The ceaseless drive for ever higher profits means that among the new drugs 
introduced each year by the pharmaceutical houses are many which are inade- 
quately tested, and a multitude which do not match in performance the ex- 
travagant claims made for them. As a result, physicians are confused, and 
patients may be harmed, either through not receiving adequate treatment, or 
from grave and unexpected side effects from the drugs prescribed. It has been 
suggested that the drug industry has greater influence on medical practice than 
all the postgraduate courses for doctors, medical meetings, and published infor- 
maiton in the medical journals put together. 

The stanch refusal of the Department of Health, Education, and Welfare to 
tolerate the distribution of contaminated cranberries, or the marketing of poul- 
try containing a cancer-inducing chemical agent, has brought sharply into public 
awareness the vital and difficult role that governmental agencies must undertake 
in behalf of the consumer against careless, ignorant, or callous preoccupation 
with profitmaking at the possible expense of injury to the consumer. The sav- 
ings in costs made possible by technical advances in crop production and food 
processing must not occur at the expense of the consumer’s health. 

Starting with the exposure of rigged quiz shows on television networks, fur- 
ther disclosures of diskjockey payola, deceptive advertising, and other abuses 
have led to widespread public disillusionment with the entire broadcasting in- 
dustry. The same charges can be documented against other sections of the 
communications industry, particularly newspapers and magazines. Federal 
agencies with responsibility in the field who have been either timid or apathetic 
to their role in policing the communications industry, have only recently been 
spurred to efforts to remedy the scandals. 

These situations by no means exhaust the illustrations that can be drawn to 
document the victimization of the consumer by unrestrained market practices. 
For the individual consumer, the battle is a hopelessly unequal one. He isin no 
position to bargain down the price of a life-preserving drug which has been 
prescribed for him; he cannot, by any stretch of the imagination, detect the 
evidence of cancer-producing residue on the cranberries he buys for Thanksgiv- 
ing dinner; if he watches a television program, he is unable to distinguish the 
“cheat shot” from the true one, so refined are modern-day camera techniques ; 
nor is he able to sort out the valid claims for products from the misleading 
ones thrown at him on the screen in all too excessive frequency. 

Today the consumer is becoming aroused, and the AFL-CIO counts itself 
among these aroused customers. Union members and their families are not only 
an organized group seeking higher wages and better employment conditions for 
working people; they also include the buyers of drugs, the man who sits down 
to dinner, and the consumer picking his way through the products profusely 
and too often deceptively advertised. Organized labor has always taken the 
consumer’s fight as its own; in fact, it was largely through the efforts of the 
AFL-CIO that the law is on the statute books that permitted the Secretary of 
HEW to hold up distribution of tainted cranberries. The AFL—CIO will devote 
increasing attention at National, State, and local levels to the protection of its 
members, in common with other consumers, against exorbitant pricing, harmful 
products, and deceitful advertising. 


In our view the following issues are of immediate and pressing concern: 
1. THE HIGH PRICE OF DRUGS 


A way must be found to break up the price-gouging policies of the drug 
manufacturers, including their overemphasis on promotional gimmicks, which 
are adding untold millions to the already high cost of medical care. For their 
part, the Nation’s physicians, as the only group authorized to write prescriptions, 
must recognize their responsibility in accepting new or untried drugs. The 
aggressive salesmanship of the drug manufacturers as well as the too-ready 
acceptance of brand names by the doctors must both yield to a greater sense 
of responsibility toward the patient’s health and his pocketbook. 


2. MAINTENANCE OF FEDERAL ACTIVITIES IN BEHALF OF THE CONSUMER 


The Federal Government has a number of agencies whose functions directly 
affect the health and pocketbook of the consumer. 

The Federal Trade Commission, which has been attempting to police mislead- 
ing advertising practices on television and in other media, on a meager budget 
of $6 million a year, must have its appropriations substantially increased. 
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Similarly, the Food and Drug Administration must have addditional funds, 
and consumers must guard against any attempt to have its authority reduced 
or transferred in repraisal for the vigorous enforcement activities it has under. 
taken to remove contaminated foods from the market. 

Current attempts, under industry pressure, to have the Department of Agri- 
culture delegate meat inspection functions to the States, and to abandon the 
grading of lamb and mutton, must be firmly opposed. 


3. CONGRESSIONAL ACTION 


At the national level, the Federal Food, Drug, and Cosmetics Act should be 
amended to modernize existing authority to protect consumers against harmful 
eolor additives in food, drug, and cosmetic products. In particular, any color 
additive shown to produce cancer in animals should be strictly forbidden for 
human consumption, since there is no known safety tolerance for cancer-pro- 
ducing agents in foods. We, therefore, urge the House of Representatives to 
pass H.R. 7624 which would retain the so-called Delaney provisions strengthen- 
ing inetueneinbiata s protection against cancer-producing ingredients. 

The Federal Communications Commission should stop Considering itself ag 
the special protector of the industry it is supposed to regulate and instead start 
considering the public interest. It should have obligatory authority to police 
malpractices in the broadcasting industry. 

Deceptive practices and exorbitant charges in wensing consumer credit, par- 
ticularly installment credit, should be regulated by law, both State and Federal, 
We support the Douglas bill (S. 2755) to require a full statement of finance 
charges on all installment purchases expressed in terms of simple annual 
interest, a move that would do much to alert consumers to the high prices they 
now pay for money. 

We also endorse the proposed establishment of a select committee in both the 
House and Senate to investigate and study consumer problems generally, as an 
additional means of spotlighting and bringing authoritative support to the 
needs of the consuming public. 


4. FOCUSING OF GOVERNMENTAL ACTIVITY IN BEHALF OF THE CONSUMER 


Measures are needed to bring the consumer interest effectively to the atten- 
tion of administrative and policy officials in both State governments and in the 
Federal Government. A few States have pioneered in the establishment of an 
office of the consumer counsel as a means of initiating consumer programs and 
legislation and stimulating recognition of the consumer viewpoint in govern- 
mental regulatory activities. Such an office should be established in every 
State. 

A stronger voice for the consumer is also needed at the Federal level, through 
greater coordination of consumer protection programs as well as more imagina- 
tive and disinterested activity in their behalf. To this end, we urge creation of 
a new cabinet department, the Department of Consumers. 


STATEMENT OF EUGENE B. SyDNoR, JR., REPRESENTING THE NATIONAL RETAIL 
MERCHANTS ASSOCIATION 


My name is Eugene B. Sydnor, Jr. I am appearing before this subcommittee 
as a representative of the National Retail Merchants Association, a voluntary 
organization representing more than 11,500 department, specialty, and chain- 
stores located in every State of the Union. I am chairman of the association’s 
government affairs committee. I am a retailer and president of the Southern 
Department Stores, Inc., of Richmond, Va. 

This organization which has been representing American retailers for a 
half century, has prided itself in the past that in its appearances before con- 
gressional committees it has always refrained from asking our Government 
for special interest legislation. Our member stores represent the vital link 
between the producer and the consumer and history shows that our job has been 
well done. 

We are appearing today in opposition to 8. 1571, which in our opinion repre- 
sents not only the type of legislation that is definitely not needed, but indicates 
that the sponsors of the legislation have no faith in the American system of 
competitive free enterprise. The purposes of the bill are not supported by any 
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facts to prove that the American producer or the American retailer has failed 
in his responsibility to the consumer; yet the bill would create another huge 
pureaucracy to delve into the millions of transactions that are made every day 
py manufacturers and retailers. Why? 

The drafters of this legislation obviously do not believe that the American 
retailer ably represents the best interests of the consumers in his daily activities. 
It seems trite to say that any retailer who fails in performing his responsibility 
as a purchasing agent for the consumer, does not last very long on the American 
scene. 

From our years of experience, we wish to impress upon the members of this 
subcommittee that the American consumer is well informed and a careful pur- 
chaser of the goods he or she requires. 

Section 5(a) of the bill says that it would be the responsibility of this new 
agency “* * * to protect and promote the interests of the people of the United 
States as consumers of goods and services made available to them through the 
trade and commerce of the United States.” 

From whom do the consumers need protection? Does this language mean that 
the 24 Members of the Senate, who affixed their names to this legislation, believe 
that American producers and the American retailers are composed of individuals 
from whom the consumer needs protection? If this is what this bill means and 
the language is certainly clear, then we believe that in the interest of fair play, 
the case against domestic producers and retailers should be documented by the 
sponsors of this legislation. 

This new agency of a Government that is already huge, would “receive, 
assemble, evaluate, act upon, and disseminate information helpful to the con- 
sumers of the United States.” 

Today thousands of manufacturers and retailers supply to the consuming 
public a vast amount of information concerning thousands of products through 
advertising. Would this important function now fall to the Government instead 
of to the enterprises who either produce or distribute these products? 

This new agency would also be responsible for presenting the case of the 
consumer before regulatory agencies or before the courts of the land. Why? 
Are we to believe that the sponsors of this legislation are under the impression 
that today the consumer is being victimized and that hundreds of people must 
busy themselves before Government agencies and courts to plead the case of 
the consumer? 

All this seems so fantastic that we find it hard to realize a proposal of this 
kind would be presented to the Congress of the United States. 

The retailers of this country believe that there is no need for an additional 
Federal agency to represent the interests of the consumer. The Federal Trade 
Commission, Department of Commerce with its Bureau of Standards, the Food 
and Drug Administration, the Department of Agriculture with is effective 
Extension Service, and other Federal agencies are dcing an adequate job in this 
area. In addition, there are many consumer organizations designed solely for 
the purpose of advising the consumer and presenting information relative to the 
development of new products. 

Every retail store in this country has an adjustment department where the 
customer can receive proper correction of any misunderstanding she might have 
with that particular store. 

Under section 7(a) of this legislation, the Government would set up a huge 
complaint department where consumers could register their complaints concern- 
ing merchandise and practices employed in the “production, distribution, and 
furnishing of goods and services to or for the use of such consumers which may 
be detrimental to their economic interests.” 

We wonder, in all sincerity, if the sponsors of this legislation have given 
serious though to the thousands of additional employees that would be required 
just to comply with the provisions of this one section of the bill and for no other 
purpose, 

Section 9(a) of this bill indicates to us that the Government would be re- 
sponsible for the evaluation of consumer goods with specific emphasis upon 
quality and price. 

Regardless of how this particular function of the proposed Department of 
Consumers is explained, to us it means that the Government would now embark 
upon a full-scale program of grade labeling. That is, the U.S. Government will 
be responsible in deciding whether shirt A is better than shirt B, or whether one 
sheet or pillowcase represents a better value for the consumer than another. 
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In all frankness, this legislation in our minds would mean the ultimate tak. 
ing over by the Government of the thousands of functions now carried on by 
free enterprise institutions. This bill, if enacted into law, would bring into fy} 
fruition the social state. By comparison, the governments of those with whom 
we are now engaged in a cold war would be freer than ours as far as the fune- 
tions of production and distribution are concerned. 

S. 1571, to our organiaztion presents not only a highly dangerous approach to 
a problem that in our opinion does not even exist, but it would mean that the 
marketplace in America would quickly become just another Federal agency, 

We believe in America, because we believe that American producers and 
distributors by the fine records they have made, prove beyond any doubt that the 
consumers in this country are buying better merchandise and at lower prices 
than consumers in any other land. Because we believe that the American sys- 
tem of free, competitive enterprise, exceeds any other form of government in its 
service to the people, we believe that this legislation should be defeated. 


STATEMENT OF Gus Norwoop, ExecuTiIvE SECRETARY, NORTHWEST PUBLIC PowER 
ASSOCIATION 


Mr. Chairman and members of the committee, my name is Gus Norwood. For 
the past 13 vears I have served as fulltime executive secretary of the North- 
west Public Power Association. This association is comprised of 116 consumer. 
owned electric distribution systems in Alaska, British Columbia, Washington, 
Montana, Oregon, and Idaho which provide electricity to 2 million people. 


STATEMENT OF POSITION 


This association has no resolution specifically on S. 1571. However, the 
policies of the Northwest Public Power Association are strongly oriented to- 
ward the consumer and publie interest. While I believe this testimony is con- 
sistent with association policies, I feel, until the association studies this area 
and takes a policy position, that the views expressed herein should be regarded 
as my own. 

I favor enactment of S. 1571 to establish the Department of Consumers as a 
minimum step. 

As a longer range, more comprehensive step, I favor the transfer of all or most 
of the Federal regulatory agencies to the Department of Consumers and their 
drastie reorientation to serve the consumer interest. 


INTEREST OF THE ASSOCIATION 


Our electric systems own about $1 billion of electric plant and have about 
a half billion dollar construction program underway. 

Our systems are themselves consumers and have been victimized by adminis- 
tered price policies, so-called inflation and monopolistic practices, especially in 
the electric utility equipment field. Our systems, being consumer-owned, have 
an interest in the welfare of the 2 million people they serve. We are well aware 
for example, that the high cost of electrical appliances acts as a deterrent to the 
greater use of electricity. Among the fields of endeavor where we think a De- 
partment of Consumers might be useful in reducing costs are the following: 


1. Cost of living. 9. Medical care and drugs. 
2. Money—interest. 10. Housing. 

3. Insurance—all kinds. 11. Construction. 

4. Metals. 12. Transportation. 

5. Electric utility equipment. 13. Communications. 

6. Electric appliances. 14. Armaments. 

7. Automobiles. 15. Education. 

8. Energy—all forms. 16. Distribution. 


Our systems are aware of the costliness of inadequate standards and stand- 
ardization, of inadequate specifications, the need for truth in advertising, and 
many other wastes. 

In our rural areas we know the farmer receives an ever smaller share of the 
consumer dollar while the consumer gets less and less for his dollar. The great 
gains go to the middleman activities. 

In the electric utility business our systems have experience in dramatically 
reducing the unit cost of electricity while simultaneously most of the Nation’s 
commercial electric companies have imposed huge rate increases. 
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Our experience indicates the need for action by the Government to protect the 
consumer. 

More particularly, the consumer needs an offsetting protection from the Gov- 
ernment strengthened producer sector of the economy. 

Producers are well represented in the Government by claimant agencies, by 
lobbyists, by associations and by the privilege of charging expenses as a tax 
reduction. 

In contrast the business of the consumer is negelected, “What is everybody’s 
business is nobody’s business.” 


GOVERN MENT REPRESENTS PRODUCERS 


In 1776 Adam Smith wrote in “The Wealth of Nations” as follows: 

“Consumption is the sole end and purpose of all production; and the interest 
of the producer ought to be attended to only so far as it may be necessary for 
promoting that of the consumer. The maxim is so perfectly self-evident, that it 
would be absurd to attempt to prove it.” 

In 1941 Harvard Professors Fainsod and Gordon, in their book “Government 
and the American Economy,” recognized the weakness of the consumer : 

“Of all basic economic interests in modern society that of the ultimate con- 
sumer is the broadest, the most akin to a general interest, and yet the least 
organized, the least articulate, and the least recognized in the dynamics of policy 
formation. For the consumption of a particular individual is spread over a wide 
variety of commodities, while each commodity is consumed by a host of indi- 
viduals. Large institutional consumers, and producers purchasing raw or semi- 
manufactured materials for further fabrication, stand on a different footing. 
They combine a powerful interest in particular commodities with resources ade- 
quate to promote and protect that interest. The position of the ultimate con- 
sumer, however, is inherently weak, since his interest is ordinarily too diverse 
and too widely diffused to lend itself readily to effective organization.” 

Contrary to the advice of Adam Smith, however, the Federal Government 
repeatedly has taken actions, such as the establishment of tariff walls, and has 
created agencies to protect and strengthen producer interests as against the 
consumer. Small business, labor, banker, farmer, shipper, retailer, wholesaler 
and many other producer groups have been provided with tax-supported Federal 
claimant agencies. 

In the National Industrial Recovery Act there was provision for industrywide 
codes to fix prices. Code boards were originally to have four members, one each 
to represent the consumer, Government, labor, and industry. Then abruptly the 
boards were cut to three, the Government itself would represent the consumer. 

Many other instances can be cited of consumer oriented agencies or boards 
having been created by the Federal Government only to meet a quick and 
untimely end. Examples are given at page 648 of the “U.S. Government Organ- 
ization Manual 1959-60” which lists such agencies under the obituary section 


on abolished agencies, 


REGULATION VERSUS THE CONSUMER 


The next question is, What about the Federal and State regulatory agen- 
cies? The obvious answer is that given by Professor Herring in his book 
“Public Administration and the Public Interest” in his comment on regulation: 

“The task is rendered all the more difficult by the fact that those who are sub- 
ject to regulation are prone to take an active interest in the administration of 
the law while those for whose protection the law was passed are apt to remain 
indifferent.” 

More than 60 years ago Richard Olney, subsequently Attorney General under 
President Cleveland, wrote a letter to President Perkins of the Chicago, Burling- 
ton & Quincy Railroad. Perkins feared the newly created Interstate Commerce 
Committee and sought Olney’s advice on how to eliminate ICC. 

Olney replied that “repeal of the Interstate Commerce Act would not be a wise 
thing to undertake” and added: “Further, the older such a commission gets to 
be, the more inclined it will be found to take the business and railroad view of 
things. It thus becomes a sort of barrier between the railroad corporations and 
the people, and a sort of protection against hasty and crude legislation hostile to 
railroad interests * * *. The part of wisdom is not to destroy the Commission 
but utilize it.” 
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In the May 1, 1960, Washington Post Dr. Peter H. Odegard, in an extensive 
article entitled “A Case for Scuttling Regulatory Agencies,” suggested : 

“In practice, however, the independent commissions have not been bold 
champions of the public interest. Instead of militant and creative policies to 
stimulate competition, raise standards, reduce prices and promote economy and 
efficiency, they defend the status quo, discourage competition, initiative anq 
enterprise and provide only indifferent leadership in protecting the public from 
extortion, deception and even fraud. 

“Too often, the so-called independent commissions appear to be agencies not 
of the public, but of the powerful interest groups they are appointed to 
regulate * * *,” 

He concluded in favor of reorganizing or abolishing or transferring the regula- 
tory agencies: 

“Why should not President Eisenhower, or the new President who takes office 
in 1961, order a searching investigation of the feasibility of reorganizing or 
abolishing most of the independent commissions? Their present functions could 
be transferred to appropriate executive departments and to one or more central 
administrative courts of broad jurisdiction.” 

Walter Hamilton in “The Politics of Industry” showed how the Commissioners 
and staff members of the Interstate Commerce Commission have “developed 
such a close and continuous association with representatives of the carriers as 
virtually to form a single functional group.” 

James W. Fesler pointed out the fallacy in the alleged independence of State 
regulatory commissions: 

“* * * full independence is * * * more myth than reality. And, like many 
other myths, it has a sinister effect, for it lulls the public into a false confidence 
in the Olympian judgments of the ‘independent’ agencies and diverts attention 
from the influences that are constantly at work.” 

Louis J. Hector, upon resigning in September 1959 as a member of the Civil 
Aeronautics Board, submitted a 75-page memorandum to President Eisenhower, 
in which he concluded: 

“* * * That an independent regulatory commission is not competent in these 
days to regulate a vital national industry in the public interest.” 

He recommended abolition of the present commissions and the transfer of 
functions as follows: 

1. “Transfer policymaking, planning and administration * * * to an executive 
agency * * *, 

2. “Transfer the judicial and appellate duties * * * to a true administrative 
court. 

3. “Transfer the duties of investigation and prosecution to an executive agency 
such as the Department of Justice.” 

New York Times writer Anthony Lewis, on April 29, 1958, addressed the 
Federal Trial Examiners Conference (p. A4818-4816 of May 26, 1958, Congres- 
sional Record) and concluded: “The regulated have become regulators.” 

On June 24, 1959, Solomon Barkin, director of research for the Textile Union 
of America, addressed the Great Lakes Conference of Railroad and Utilities 
Commissioners and threw a bombshell into the proceedings by suggesting the 
elimination of common stocks in utility financing. His concluding paragraph 
lists six policy proposals for study: 

“The field of public-utility regulation has not been sufficiently examined in 
reeent years but the rise in price levels will result in much needed review, Indi- 
vidual trade unions are appearing before regulatory bodies dealing with indus- 
tries in which they are interested in order to protect employee interests, The 
trade-union movement, moreover, generally participates in these proceedings to 
represent consumer interests. Among the policies which the trade-union move 
ment is proposing for study are (1) the elimination of conimon-stock shares and 
the limitation of all investments to fixed dividend stocks; (2) the limitation of 
expenditures by public utilities on public relations to the type permitted govern- 
mental agencies; (3) encouragement of competitive public and cooperative units 
to effect a true mixed pattern of ownership so as to assure adequate yardsticks 
for cost comparison as well as competition between types of ownership struc- 
tures; (4) the introduction of competitive price targets as an incentive for more 
effective utility operation; and (5) the use of lower rates to broaden consump- 
tion, and (6) incentive payments to management for efficient performance.” 

Dr. Merle Fainsod, in his May 1940 Yale Law Journal article “Regulation and 
Efficiency,” gave these as the proper objectives of public utility regulation : 
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“An effective regulatory policy which will secure efficient, widespread, and 
economical service for the consuming public thus involves more than the regula- 
tion of profits. It must organize the utility to achieve the economies of optimum 
size and scale, eliminating wasteful duplication of facilities and minimizing un- 
utilized capacity. It must hold operating expenses to the minimum consistent 
with efficient performance of the utility function. It must make adequate allow- 
ances for current maintenance and depreciation while providing safeguards 
which will prevent depreciation allowances from being capitalized in the rate 
base and translated into excessive rates for consumers. It must keep capital 
costs as low as possible and supervise the utility’s capital structure. It must fix 
rates at the lowest point consistent with the legitimate requirements of the 
utility while providing a return sufficient to attract investors without encourag- 
ing over-or underinvestments in utility facilities. It must deal with the market- 
ing problem of adjusting the utility’s rate structure to bring about the widest 
possible utilization of utility services. It must avoid undesirable discrimination 
in rates by a proper allocation of costs as between various classes of services and 
by a close study of the price of substitutes. The utility rate structure which it 
devises must be capable of flexible variation with phases of the business cycle. 
Finally, regulatory policy must make deliberate provision for encouraging 
efficiency and progressiveness in management.” 

Prof. Emmette S. Redford, through the University of Maryland, issued his 23- 
page study “National Regulatory Commission—Need for a New Look,” in which 
he charges that regulatory bodies are “under a cloud of industry orientation.” 

Robert E. Cushman in 1936 served on the President’s Committee on Adminis- 
trative Management (Brownlow) and in 1941 issued his 780-page doctor of phi- 
losophy thesis entitled “The Independent Regulatory Commissions.” He recog- 
nized the vital economic role of regulation and concluded that success “will 
depend largely upon the soundness and suitability of the administrative organi- 
zation and procedure of the regulatory commissions” (p. 5). 

Wherever one turns, except in the private utility controlled journals, the 
record of utility regulation is appreciably less than satisfactory. 

The investigations of the Federal Trade Commission in the 1930's, the investi- 
gations of many committees of the Congress in the 1950’s, and the articles of 
many experts provide overwhelming testimony that Federal regulation of utili- 
ties needs a wholesale shakeup and reorientation. 

The issue boils down very simply. Present regulation is oriented to the regu- 
lated corporations. The need is for regulation to be oriented to the consumer. 
The only public justification for the existence of a utility is to serve the con- 
sumer. 

The proposed Department of Consumers at minimum must represent consum- 
ers before each Federal regulatory body or, more broadly, should have all Fed- 
eral regulatory bodies transferred to it for administration and reorientation. 

An obvious and important incident in such transfer of Federal regulatory com- 
missions to the proposed Department of Consumers would be the vacating of all 
commissionerships. 

However, while the Eisenhower appointments have resulted in many bad deci- 
cisions, the commissioners merely accentuated the industry orientation which 
prevailed in the regulatory bodies during the New Deal and Fair Deal periods. 

No mere study or investigation is needed. No palliative, band-aid remedy, re- 
staffing, or further whitewashing by committees of Congress will adequately re- 
form the regulatory agencies. 

Every 20 years Jefferson said the Government needs a spring housecleaning. 

The clear-cut, forthright procedure would be to abolish the regulatory agen- 
cies and transfer their activities to one or more of the Federal departments, 
with most of them going to the new Department of Consumers. The key policy 
change is the reorientation of regulation to better serve the consumer. 


MEANING OF CONSUMER ORIENTATION 


It is assumed, in this testimony, that most utility service will continue to be 
provided by so-called public-service corporations rather than by consumer- 
owned enterprises. 

However, let me hasten to add that the boundary between consumer owner- 
Ship and investor ownership is subject to easy modification. 

One amendment to the Internal Revenue Code could permit carrying out the 
suggestion of Solomon Barkin that the issuance of common stock in private 
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utilities be eliminated, that future financing be by means of bonds, and perhaps 
that Federal income tax liability be waived if the amount of the tax is placed 
in a consumer equity account. This would, in effect, permit private utilities to 
operate on a nonprofit basis. There are many possible variations on this, and 
some technical problems. 

Complete orientation to the consumer would require consumer ownership, con- 
sumer control, nonprofit operation, and a genuine shift in management thinking 
toward the service motive. This would be theoretical or idealized goal. 

It should be made clear that there are many alternative forms of consumer 
ownership or consumer equity. It is important these be differentiated : 

1. Nationalization is the extreme form and in fact may provide very little 
consumer control. 

2. Public ownership at the State level also provides virtually no control 
by the consumer. 

8. Public ownership at the local level does provide more or less control by 
means of the ballot. 

4. Cooperative ownership at national level. 

5. Cooperative ownership at regional or State level. 

6. Cooperative ownership locally. 

7. Equity ownership by employees via pension trust fund, or similar use 
of common stock ownership by employees or consumers, with usually the 
ultimate adoption of cooperative status. 

This listing leads obviously to a horizon or no man’s land of new economic 
patterns, such as Solomon Barkin suggests, in which there might be eliminated 
the fiction of common stock control over management. 

However, between the present status and any theoretical goal of consumer ori- 
entation there is a vast area of possible improvement in regulating utilities un- 
der the present pattern of investor ownership and control. The Department of 
Consumers should be permitted not merely the authority to operate as a con- 
sumers counsel but should carry out the functions of the present regulatory 
agencies. 

I think it would be deceptive and illusory to expect present regulatory agen- 
cies to improve significantly merely by virtue of a Department of Consumers 
representative filing a petition of intervention on behalf of consumers. 

In fact, the establishment of a Department of Consumers for that purpose, as 
proposed in S. 1571, could be mischievous because it could tend to confirm the 
contention of utility lawyers that regulatory bodies are impartial judicial bodies 
and that they must be neutral as between the consumer and the utility. 

Former Governor McKeldin of Maryland in his public speeches often deplored 
this concept of government neutrality. He likened it to the contention that a 
policeman should be benignly neutral as between the robber and his victim. 

Bearing this problem in mind, the committee may wish to consider an amend- 
ment to section 6(a) of the bill by adding the following sentence: “Nothing in 
this act shall diminish the obligation of every Federal officer and agency at all 
times to conduct the public business in the best public interest.” 


FURTHER INTEREST IN THIS BILL 


For 13 years this association has obtained copies of the various bills relating 
to consumers such as those to establish a “Select Committee on Consumer In- 
terests’, Senate Resolution 169, on which the Senate Committee on Rules and 
Administration held hearings March 22 and April 18, 1952. 

We have been in contact with the consumer counsel movement in California 
and Massachusetts, and formerly in New York. 

We have done some research on the subject of consumer equity in connection 
with utility service. 

As early as 1952 we urged support of the President’s request for a Federal 
Trade Commission investigation of what happens to the consumer’s dollar. 

We notice that Great Britain has given thought to the creation of a Minister 
ned the Consumer. See January 31, 1948, issue of “The New Statesman and 
Nation.” 

There is a vast literature on the need for consumer protection, standards, and 
education. 

It would be helpful if the committee had prepared a bibliography and a legisla- 
tive history of efforts by the Federal Government to provide protection for con- 
sumers. 
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We would be happy to work with the committee in this area. Obviously, the 
suddenness with which the present hearing was called, precludes more complete 


testimony. 
CONCLUSION 


This association has no resolution on 8. 1571. I am testifying in favor of 
§, 1571 in the belief that it is consistent with the spirit and letter of the asso- 
ciation’s “consumer power policy.” 

I urge enactment of S. 1571. One amendment is submitted. 

My discussion urges that Congress consider the broader issue of transferring 
the functions of certain regulatory agencies to the Department of Consumers. 


Thank you. 


STATEMENT OF LouIs J. LEFKOWITZ, ATTORNEY GENERAL OF THE STATE OF NEW 
YORK, RE 8. 1571 


Hon. Estes Kefauver and members of the Committee on Government Opera- 
tions, consumer spending for merchandise and services amounts to $300 billion 
in 1959, making the consumer one of the most important factors in our American 
economy. 

In every line of endeavor, we find an unscrupulous segment which operates 
in the shadowland of illegality, without consideration of ethics or integrity. 
They prey not only upon the persons with whom they deal, but bring discredit 
and harm to the legitimate businessman. 

Since I became attorney general of New York State on January 9, 1957, I 
have been appalled by the tremendous scope of the frauds practiced upon the 
consumer, and the harm done to the legitimate businessman by shady operators 
and their slick schemes. 

Frauds and deception are practiced through untold numbers of clever gim- 
micks, not the least of which are unconscionable overcharging, misrepresenta- 
tion as to the merits or quality of a product or service, and false advice as to 
the need of the product or service. 

This intolerable situation prompted me to establish for the first time in the 
New York State department of law, a division of consumer frauds and protection 
to drive phony operators and “get-rich-quick artists” out of business; to recover 
losses for the victimized consumer; and to educate the public to such schemes 
and devices. 

The public need for this division was evident almost at once. Thousands of 
complaints have been made. The results achieved have been most gratifying. 
But the fight to protect the consumer and the legitimate businessman must be 
sarried on unrelentingly. 

We have been successful in getting back substantial refunds for complainants 
and, at the same time, through court action have driven out of business and, in 
some cases, out of the State, a number of unscrupulous persons and firms whose 
only interest was to make an easy dollar at the expense of the consumer. 

It is only through concerted effort by law-enforcement agencies, community 
organizations of businessmen and consumers, civic groups and other organiza- 
tions that we can eliminate to a large degree the deceptive and fraudulent sales 
practices which are bilking the consumer public and are giving an economic 
black eye to the legitimate businessman. 

I respectfully urge you and your committee to give favorable consideration 
to S. 1571 which would create a Department of Consumers in the Federal Gov- 
ernment and thereby make certain that the consumer public will have a strong 
ally in the war against fraud. 
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